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ON THE COVER: 


“Our customers are special — we want them to 
know they're Number One,’ says Jim Hester 

(top row, right), an assembly supervisor at the 
John Deere Harvester Works in East Moline, Minois. 
“Our mission is to please the customer, pure and 
simple.” In the Review of Operations beginning on 
page 11, the customers, dealers and company 
employees pictured here share their perspectives of 
how John Deere serves the customer. 


DEERE & COMPANY 
1990 ANNUAL REPORT 


FINANCIAL SUMMARY 
(Millions of dollars except per share amounts) 1990 1989 1988 1987 1986 
NET SALES AND REVENUES 
NGRSAIES so cecrre too ato sesh oaees Ta eae Mao ies $ 6,779 $ 6,234 $ 5,365 $ 4,135 $ 3,516 
Net 'salesiand reventiesits!£,...sscescsliseseleccorsassbrealsicicereesssnssse $ 7,881 $ 7,220 $ 6,237 $ 4,854 $ 4,196 
INCOME AND DIVIDENDS 
Net income (loss): 
EQUIpIMENt OPELALLONS sjesssiJessassnssesrigceshoapatesnuosinosapotoees $ 284 $ 248 $ 180 $ (193) $ (309) 
Gre Cite STIL SUUTATIES os veccaesteasasvte cscucnsaoni ncsncentcacrastiseciteeet 81 76 89* ¢ 52 54 
Insurance and health care subsidiaries ..........ss-sessseeseee 4] 48 41* 36 36 
Othemalhliatess save checontuctee en ore eae ees 5 8 5 6 (10) 
Totaltese creas ke kore aN Sate $ 411 $ 380 $ 315* $$ (99) $ (229) 
Return on beginning stockholders’ equity... 14.8% 15.5% 16.4% (5.0) % (10.2) % 
Return on net sales: 
EQ nlipmieht operations icississoivtcynsrconsgccpisicatveasbennyosthcs 4.2% 4.0% 3.4% (4.7) % (8.8) % 
LOtaleta prs Caer ae tae certo ante ait 6.1% 6.1% 5.9% (2.4)% (6.5) % 
Per share: 
Net income (loss) — fullly diluted.........csssssussssssssseseeeeeen $ 5.42 $ 5.06 $ 432* $ (146) $ (3.38) 
Dividendsidéclaredatvisstcadvasectss Pascsocsw nian $ 2.00 $ 1.30 $ 65 $6 3:25 : ene) 
Stock price ram pects ci tessetaressocnbaatuassotetegreccsstinssecersothatepet $37%-78% $ 44-64% $ 27-50% $ 224-43 $21%35 
ASSETS 
FQuipmierit opera tons.’ cesciscccscstousivosdientscerssellacapescidetsel $ 5,597 $ 4,717 $ 4195 $ 3,802 $ 3,815 
Gréditsubsidiariesssacsccteciccd ends Moonmedenitad: 4,059 3,532 3,267 3,081 3,233 
Insurance and health care subsidiaries .........cssesseeseeseeeees 1,008 896 802 683 608 
To talictcstciate ssteccthase ct eee ea eae $ 10,664 “$ 9,145 9,145 $ 8,264 “$7,566 7,566 $ 7,656 
Capital expenditures - Equipment operations..............6 $ 288 $ 182 $ 175 $ 164 $ 170 
Net property and equipment — Equipment 
OPELALOS srassseastes acansisstada actitackos Walensctochuspctatesorticskoadessays $ 1,134 $ 982 $ 944 $ 958 $ 951 
STOCKHOLDERS’ EQUITY 
Ending stockholders’ equity......ssssssssssscsssusssssssssseeseeeeen $ 3,008 $ 2,780 $ 2,456 $ 1,920 $ 1,999 
BOOK Walle per /SHATC Gi.35062,sceescchsurnsctintch seis aeesl iirsclac $ 39.52 $ 36.76 $ 32.99 $ 28.23 $ 29.46 
EMPLOYMENT AT YEAR END 
UnitediStates atid! Ganada.ysiiissantsteacsisu maculata 28,500 28,600 28,200 27,700 26,700 
OVETSEAS Seer teise ax reece Oat Tei anneal ces 10,000 10,300 10,100 10,200 11,100 
TO tals eer eccentric Altes ome sey whee BURA 38,500 38,900 38,300 37,900 37,800 


* Includes the benefit from a change in accounting for income taxes of $29 million or $.42 per share for the company, 
which is comprised of benefits of $25 million for the credit subsidiaries and $4 million for the insurance subsidianes. 


Deere (F Company and 
its subsidianies manufacture, 
distribute and finance a full range 
of agricultural equipment, 

a variety of lawn and grounds 
care products, and a broad 
range of industrial equipment 
for construction, forestry, and 
public works. The company 
also provides credit, health care 
and insurance products for 


businesses and the general public. 


Deere & Company operates on a fiscal year ending October 31. 


The distinguished career of Robert A. Hanson, who retired 


June Las chairman, spanned more than 40 years. He was 
instrumental in developing John Deere’s international oper- 
ations, which he headed for several years before he was elect- 
ed president of the company in 1978. 

Al the time he was elected the company’s sixth chief 
executive officer in 1982, the North American agricultural 
economy had toppled into a deep recession. His challenge 
was lo lead the company successfully through some of the 


most difficult years in its 153-year history. Under his guid- 


ance, the company nol only survived, bul returned to strong 


profitability and a solid financial footing. 

Throughout his career, Bob was notable for his zest 
and enthusiasm as well as consistently excellent judgment. 
His confidence and positive attitude continually served to 
inspire those around him. 

However, Bob’s contributions to the company transcend 
his business acumen. With his friendly, caring nature, he 
has made a wide circle of friends both within and outside 
Deere & Company. He remains an outstanding representa- 
tive for the company through his active participation in 
communily, industry and national affairs. In his words 
and actions, he continues to epitomize the company’s endur- 


ing values of integrity, responsibility and fair dealing. 


To THE STOCKHOLDERS 


Hans W. Becherer 


David H. Stowe, Jr 


eere & Company achieved a third consecutive year of 

strong financial performance in 1990, reaching 

record levels of earnings and net sales and revenues. 

The company recorded net income of $411 mil- 

lion on sales and revenues of $7.9 billion. The gains for the 

year resulted primarily from higher sales and production vol- 

umes and improved efficiencies in the company’s North Amer- 

ican farm equipment operations, which include both agricul- 
tural equipment and lawn and grounds care products. 

Our strong 1990 performance benefited from income 
contributions from all of the company’s business activities. 
The Deere & Company of 1990 is comprised of businesses 
that are closely related and rooted in our experience. Finan- 
cial services, parts and logistics, and lawn and grounds care 
equipment are outgrowths of our capital goods businesses — 
agricultural and industrial machinery. 

All of our businesses complement one another, and fur- 
nish the company with diversified sources of revenue and 
income. The credit, insurance and parts businesses all sup- 
port our capital and consumer goods operations, which in 
turn share manufacturing synergies with one another. All, of 
course, benefit from the John Deere name and reputation 
and have independent growth opportunities. 

To maximize our opportunities, we are committed to 
continue making substantial investments in these businesses. 


In 1990, Deere & Company invested $288 million in capital 


expenditures (equipment operations) and $263 million in 
product research and development programs, strengthening 
the company’s ability to improve its leadership positions. 

The results of these investments, along with similar 
expenditures in prior years, are clearly in evidence: 

e In August, we introduced 25 new models of our lawn 
and grounds care products to our dealers. The new 
machines bring to nearly 100 the number of models John 
Deere has introduced to this market in the last three years. 

e John Deere industrial equipment dealers will soon 
attend meetings for the introduction of new backhoe loaders. 
These are key products for public works projects of all kinds, 
and should further improve our position in an intensely com- 
petitive market. A new line of log skidders will also be intro- 
duced early in 1991. 

e Our agricultural equipment dealers continue to report 
outstanding marketplace acceptance of the new John Deere 
tractors, combines and farm implements, introduced in 1989, 
All of these products held or improved their market-leading 
positions in 1990. 

Development is underway of a wide range of exciting 
new products, to be introduced throughout the 1990s, These 
products are designed for cost-effective production and distri- 
bution, and will meet our customers’ exacting needs for per- 
formance and productivity. 

In addition to providing a steady flow of innovative new 
products, our capital investments are also focused on the inte- 
gration of world-class manufacturing technology into our oper- 
ations. These investments are having an important impact on 
our manufacturing efficiencies. For example, since the early 
1980s, we have increased significantly the tonnage of product 
produced per employee in our North American factories. 

These improvements have been built around the ability 
of our employees, hourly and salaried alike, to meet constant 
change with continuous improvement. Supported by our 
strong capital and R&D investments, the efforts of John 
Deere people have resulted in three years of significant 


growth without higher employment. We believe we are capa- 


ble of doing even better through the continuing teamwork 
and involvement of John Deere employees at all levels. 

Not all of our investments are directed to hardware. 
The John Deere dealer organizations, already acknowledged 
leaders in their markets, continue to face strong competition 
for their parts, service and financing business. These are 
large and important activities for the company and our deal- 
ers; therefore, our dealers are taking advantage of new strate- 
gic initiatives in sales and service, aftermarket support, cus- 
tomer satisfaction and credit and insurance. 

These new efforts are wide-ranging. In both 1989 and 
1990, the company hosted an aftermarket conference and 
workshop focused on opportunities for increased sales in the 
parts and service business. More than 5,000 dealer and com- 
pany personnel attended each conference, and the results 
have been very encouraging; John Deere dealers are making 
solid gains in their volume of parts and service sales. 

In addition to producing near-record earnings in 1990, 
our financial services operations also provided important 
support to company and dealer objectives. John Deere Cred- 
it, for example, increased its share of goods financed in each 
line of John Deere equipment. John Deere Insurance contin- 
ued to improve its service and efficiencies by broadening its 
base, extending coverage to automobile and other non- 
Deere equipment dealers. 

Much of 1990 was characterized by the healthy growth of 
our North American agricultural equipment business, and 
United States net farm income is expected to be at a near- 
record level in 1991. However, a variety of domestic and 
world events in the last several months of the year had a 
dampening effect on all of our key markets. 

Construction activity in the U.S. is marked by consider- 
able economic uncertainty and concern over a very low level 
of housing starts. Consumer spending also weakened during 
the course of the year, affecting grounds care equipment 
sales. The results of our international operations are also 
expected to continue under substantial pressure. 


In the near term, this economic uncertainty is having an 


impact on the 1991 outlook for all of our equipment business- 
es. Initial worldwide production schedules are being reduced 
by 12 percent for the year, with a 20 percent decrease 
planned for the first quarter alone. These actions will severe- 
ly depress earnings in the first quarter of 1991, but are need- 
ed in order to keep inventories at prudent levels and to per- 
mit more efficient operation during the rest of the year. 

Despite uncertainties in the near-term outlook, we enter 
1991 with great confidence in the longer term. In every core 
business we have credible prospects for exceeding the inher- 
ent growth rates of the markets in which we compete. And 
our efforts to improve our cost structure continue to yield 
benefits. In fact, our record profitability in 1990 was achieved 
in an environment in which demand in our largest market, 
farm machinery, remained 40 percent below industry 
demand of the late 1970s. 

Throughout this report, we have depicted our organiza- 
tion’s broad-based understanding of the value of customer sat- 
isfaction. This concept has been a living part of the John 
Deere tradition throughout our 153-year history. 

Our heritage ensures that the values forming the true 
character of this company endure, yet are responsive to chang- 
ing business conditions. John Deere has long focused on quali- 
ty, integrity, and the mutual advantage the company shares 
with all of its constituencies. These basic principles continue to 
provide the foundation upon which we build for the future. 


Very truly yours, December 5, 1990 


Fis Cf Za: 


Hans W. Becherer 


Chairman and Chief Executive Officer 


David H. Stowe, Jr. 
President and Chief Operating Officer 
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PROFILE 


AGRICULTURAL 


Eqgwuiten £& A Tf 


John Deere, the world’s leading 
producer of agricultural equip- 
ment, produces and markets a 
full line of tractors, combine 
harvesters, tillage tools, planters, 
hay equipment, cotton pickers 
and strippers, cultivators, and 
other implements. 


LAWN AND 


GRouvuNoODS CARE 


Eavilrm en F 


John Deere produces and mar- 
kets North America’s broadest 
line of mowers and other 
equipment for homeowners 
and commercial users, includ- 
ing tractors, turf care equip- 
ment, and a wide variety of 
other outdoor power products. 
These products are also sold 
overseas, particularly in west- 
ern Europe. 


INDUSTRIAL 


EqutPMENT 


John Deere is a leading sup- — 
plier of construction equip- — 
ment such as crawler dozers, | 


loaders, excavators, wheel trac- 
tors, backhoe loaders, motor 
graders, and elevating scrapers; 
forestry equipment including 
log skidders and harvesting 
machines; and powertrain 
products such as diesel engines, 
heavy duty axles, transmissions, 
and hydraulic components for 
off-highway equipment. 


PARTS AND 


LoGgistTtics 


The worldwide parts and logis- 
tics division promotes parts 
sales to owners of both John 
Deere equipment and other 
brands, coordinates the compa- 
ny’s worldwide distribution 
effort, and helps control costs 
through efficient inventory and 
materials management. 


FINANCIAL 


SER VPC ES 


John Deere Credit - one of the 
25 largest finance companies in 
the United States — finances the 
sale of the company’s equip- 
ment as well as recreational 
vehicles and boats manufac- 
tured by other companies. John 


Deere Finance Limited per- | 


forms similar financing in 
Canada. John Deere insurance 
and Deere health care sub- 
sidiaries provide a full range of 
property-casualty and life insur- 
ance products, health manage- 
ment programs and related 
administrative services. 


JOHN DE 
CREDIT 


John Deere combine harvesters from the 
company’s factory in Zweibriicken, Germany, 
emerge from the Schlossberg Tunnel on 

their way to Hungary. The contract for 


125 combines further strengthens Deere’s 
position in eastern Europe. 


REVIEW OF OPERATIONS 


The business imperatives and challenges of the 1990s demand 
that companies commit themselves to adding value to their 
relationship with the customer, earning and re-earning customers’ 
confidence by not only meeting but surpassing expectations, 


and sharing with the customer a sense of opportunity. 


The portraits on the following pages show vanous facets of what 


John Deere and its dealers have been doing to earn that trust. 


WoRLODWHIODE 


ohn Deere’s worldwide farm 
equipment operations, which 
include agricultural and lawn 
and grounds care equipment, 
this year earned $578 million in 
operating profit,* 27 percent above 
1989, on total net sales to dealers of 
$5.43 billion, an increase of 10 per- 
cent. Sales exceeded last year’s record, 
and operating income was the largest 
ever. Manufacturing improvements 
enabled John Deere’s farm equipment 
factories to achieve their highest levels 
of pretax income in nearly a decade. 
Retail sales of agricultural equipment in 
North America, industry-wide, were higher for 
the year but slowed in Deere’s fourth quarter, 
ended October 31. In response to increased deal- 
er inventories and the current outlook for next 
year, John Deere’s 1991 North American produc- 
tion schedules for agricultural machinery will be 
lower than in 1990. 
Despite some softening in demand, most of 


the underlying fundamentals that have supported 
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FARM EQUIPMENT 


SALES CLIMBED 


TO $5.43 BILLION 


AND OPERATING 


PROFIT REACHED 


$S78 MILLION; BOTH 


WERE RECORDS. 


Z 


EQqutIPM™MENT 


the vitality of the North American 
farm sector in the past few years 
remain sound. 

The American farmer enters the 
1990s with a strong balance sheet. 
Farm cash receipts in 1990 are 
expected to have reached a record 
$176 billion and net cash income a 
near-record $57 billion. Farmland 
values have continued to improve, at 
a rate of about 3 percent in 1990, 
and farm debt has been reduced by 
more than $60 billion from its peak 
several years ago. U.S. farm exports have 
increased 42 percent since 1987, and in 1990 the 
livestock sector has been quite profitable. 

The most compelling indicator of customers’ 
perception of John Deere value is the resale value 
of used John Deere equipment, which remains the 
highest in the industry. A 10-year-old John Deere 
row-crop tractor, for example, has a current resale 
value of about 90 percent of its original price. 
Used equipment prices have continued to 
increase, reducing the price differential when 
farmers trade up to new equipment. 

In order to gain market share and to grow, 
John Deere will continue to build on its leadership 
in the agricultural equipment industry by provid- 


ing the farmer with total value throughout the 


*Operaling profit is income before interest expense, foreign 
exchange gains and losses, income taxes, and certain corpo- 
rale expenses. 


Jack Harbison, cotton farmer in Mercedes, Texas 


“We've gained at least 10 percent in 
productivity,” says Jack Harbison of Mercedes, Texas. 


“We used to run six two-row machines to pick the 


same amount of acres we're 
picking with these two John 
Deere 9960s we bought in July.” 
Harbison believes the 
gains in productivity have 
paid for his changeover to 
9960s. “Very few things 
you do, you get your 
money back in one 
year,” he says. 
The John Deere 
9960 is the cotton indus- 
trys forst five-row picker. 
It was designed for produc- 
lvity and versatility from a 
“wish list” solicited from cus- 
tomers, tested in back-to-back 
harvesting seasons in Australia 


and the United States, and 
then by farmers themselves, on 
more than 400 farms. 

“We went from a concept 
to a complete machine in less 
than two years,” says John 
Deere Engineer Russ Copley. 

“And we accumulated 
over 4,000 hours of extra test 
time by having farmers evalu- 
ate the machine and help keep 
us on track as we went.” 

“Everything we have on 
our farm is John Deere,” says 
Harbison. “The resale value 
always holds up. Theres always 
a demand for John Deere.” 


Jim Hester (foreground) and welder Tom Van De Kerckhove of the John Deere Harvester Works 
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“You have to have pride in what you build, 


every day,” says Jim Hester, assembly supervisor 
at the John Deere Harvester Works 
in East Moline, Illinois. “On 
the combine line, that’s what 
we do. We take pride in 
quality. Our mission 1s to 
please the customer, pure and 
simple.” To do that consistent- 
ly, the factory funnels every bit 
of feedback into an ongoing 
program called Customer- 
Centered 


Corrective Action, which may 
order an immediate fix on the 
assembly line or identify a 
design improvement. 

Sources range from 
warranty data to factory exam- 
inations of machines selected 
at random to employee survey 
teams that go out to the field 
and talk to customers face- 
to-face. 

“Our customers are 
special,” says Hester. “When 
farmers buy machines from us, 
we want them to know that 


they're Number One.” 


ownership cycle. This cycle begins with 
the design and manufacture of high- 
quality, innovative products and 
extends well beyond the sale to after- 
market support, through the industry's 


premier dealer network. 


THE AGRICULTURAL 


EQUIPMENT INDUS- 


TRY AS A WHOLE 


SLOWED LATE IN 


THE YEAR, BUT 


U.S. FARMERS’ 


FINANCIAL POSI- 


TION IS MUCH 


STRONGER TODAY 


THAN IT WAS IN 


THE EIGHTIES. 


OVERSEAS OPERATIONS 

Overseas sales were unchanged in 
unit volumes but total net sales in dol- 
lars increased 9 percent to a record 
$1.55 billion, mainly because of 


stronger foreign currencies, particu- 


Product innovation is an important 
factor in reinforcing the company’s 
leadership position. The new John 
Deere 9960 cotton picker — the world’s 


first variable-row model — offers grow- 


ers various harvesting options for 
greater flexibility in crop management. The com- 
bine harvesters, tractors and hay tools introduced 
in the past two years have been extremely well 
received by farmers. 

On the environmental side, the need to pre- 
serve ground water quality has fostered emerging 
trends to substitute cultivation for chemicals, which 
should increase the use of tractors and cultivating 
equipment, and to employ implements that stress 
soil conservation and minimal environmental 
impact. John Deere has been concentrating its prod- 


uct design efforts in these areas for several years. 


larly in Europe. Operating profit of 
$89 million was 20 percent below last 
year’s. This decline stemmed mainly 


from lower production and higher 


cost and expense levels. Dry weather 
in western Europe slowed sales of 
agricultural equipment, leading to inventory 
buildups in the industry as a whole and, conse- 
quently, severe pressure on pricing. 

John Deere is the largest tractor manufacturer 
in Germany. The company is celebrating its 35th 
year of tractor production in Mannheim, Germany; 
its 25th year of combine harvester production in 
Zweibriicken, Germany, where these machines are 
built for farmers in more than 70 countries; and its 
30th year in Saran, France, where diesel engines 
are produced. 

This established base of operations gives John 
Deere important advantages in addressing future 
growth in worldwide markets. The remarkable 
political events of 1990 have opened the door to 


future business opportunities in eastern Europe. 
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In eastern Germany, 35 new dealers 
were appointed in 1990. When eco- 
nomic conditions in other developing 
new markets are sufficient to support 
business at significant levels, Deere 
will be in position to serve them with 
world-class products and world-class 
manufacturing and marketing capa- 


bilities. 


In 1992, the economic unification 
of the European Community is expected to bring 
some welcome advantages, such as the standardiza- 
tion of technical regulations, which will simplify 
production and reduce costs, and easier trans- 
portation of products as borders are opened. 

In Latin America, Australia and Asia, John 
Deere continues to expand. John Deere S.A. de 
CV, the company’s affiliate in Mexico, has tripled 
its share of the tractor market in the past five 
years. John Deere opened a new parts depot and a 
product engineering center in Monterrey, Mexico, 
in 1990, to serve its growing business there. John 
Deere this year noted its 35th anniversary in Mon- 


terrey, where agricultural implements are manu- 


THE COMPANY’S 


LONG-ESTABLISHED 


BASE IN EUROPE 


MEANS IMPORTANT 


ADVANTAGES FOR 


JOHN DEERE AS 


EASTERN MARKETS 


FOR AGRICULTURAL 


MACHINERY DEVELOP. 


factured, both for domestic use and 
for export. Deere & Company this 
year assumed full ownership of John 
Deere Limited in Perth, Australia; 
John Deere is the market leader in 
Australia and New Zealand. 

Having made encouraging prog- 
ress in a difficult business environ- 


ment, Deere will continue to structure 


its overseas operations for lower 
breakeven points by controlling expenses and 
reducing costs in product design, manufacture 


and purchasing. 


LAWN AND GROUNDS CARE EQUIPMENT 

General recessionary pressures along with 
very recent economic and political uncertainties 
have resulted in temporarily reduced consumer 
confidence and a decline in demand for lawn and 
grounds care equipment in North America. John 
Deere’s sales to homeowners decreased in 1990, 
but sales of commercial equipment to professional 
groundskeepers were less affected. 

Difficult market environments historically have 
been opportunities for Deere because of the quali- 
ty and breadth of the product line, dealer cover- 
age, and the added value that John Deere brings to 
the grounds care marketplace. Deere sets the pace 


in sales of high-quality equipment and also leads in 


Parts Manager Jose Luis Camacho in Monterrey, Mexico 


“Service and parts will be 


the advantages that set John Deere 
apart from others in the 1990s,” 
says Parts Manager Jose Luis 
Camacho at Industrias John Deere 
(JD), the Mexican affiliate. 

“The decade of the ’90s will be 
very tough and we must respond to 
the market we're serving. To be clos- 
er to the farmer customer, we're 
opening service and parts centers 
where needed. We opened 10 this 
year, in fact.” 

There are 95 sales and service 
locations in Mexico, and I]JD plans 
lo have 120 by the end of 1991. 

TJD opened a new parts depot 
in Monterrey in July, and already, 
says Camacho, “On urgent parts 


orders, we have reduced the delivery 
time by 50 percent. 

“Problems get people motivated 
— because you know you're doing 
something for the customer. For us, 
it’s a chance lo take advantage of 
the opportunity to help. 

“We believe that our customer 
is our partner, whether that ‘cus- 
tomer’ is a farmer or a co-worker 
right here at the next desk.” 

This year IJD also opened a 
product engineering center in 
Monterrey which will enable 
engineers to react more quickly 
to market needs in Mexico. 

“We have served the Mexi- 
can market with products 
designed for it specifically for a 
long time, but with the new prod- 


DEERE 


~ LEGITIMOS 


uct engineering center we can cul 
the development time by about 40 
percent,” says Product Engineering 
Manager Antonio Garcia. 

John Deere produces agricul- 
tural tractors and implements, as 
well as loader buckets, at IJD facto- 


ries in Monterrey and Saltillo. Antonio Garcia 


John Deere Dealer Jim Hale in Lynden, Washington 


“This meeting makes 


me feel more like I’m part of the 
Deere organization. You can’t get it 
over the telephone, you can’t get 
at through the mail — this is a 
‘family’ thing,” says John Deere 
Dealer Jim Hale of Lynden, 
Washington. 

It’s August, and Hale 
(below) is in Orlando, Florida, *® 
with about 5,000 other John 
Deere dealers and company 
people to test drive new lawn 
and grounds care products 
against competitive models 
and plan next year’s market- 
ing effort. 

“T think it gives the cus- 
tomer a real good feeling to 
know that we’re able to converse 
with the people who design and 
build these units and give our 
input,” says Dealer Jack Jones of 
Auburn, Washington. 

“Can you imagine not 
being a John Deere dealer and 
having to compete with this 
equipment?” asks Wisconsin 
Dealer Dennis Pecha. “I’m real- 
ly excited by what I have to sell.” 

After this year’s event, 
Pecha hired another salesman. 
“We have a lot of faith in the 
products we sell,” he explains. 
‘Tve already increased my 
earlier order for ’91 
models.” 


et - | 


JOHN DEERE 


CONTINUES TO OUT- 


PACE OTHERS 


IN SALES OF LAWN | 


non-metropolitan areas, which | 
respond to economic forces that differ 
considerably from those affecting the 
marketplace at large and therefore are 
somewhat less subject to the move- 
ment of the general economy. 


The growth of John Deere lawn 


AREAS. 


and grounds care equipment sales 
outside North America has been 
rapid, particularly in Europe. The 
company continues to make progress 
in its expansion into key countries 
such as the United Kingdom, France, 
Germany, and Australia. The company’s reputa- 
tion for quality has served John Deere well in 
these markets. 

Maintaining leadership in the marketplace 
requires a steady flow of new products for dealers 
to sell. This is particularly so in a relatively difficult 
business environment. In 1990, John Deere intro- 
duced 25 new and improved products, bringing 
the total introduced in the past three years to near- 
ly 100 and further strengthening the company’s 
position among both homeowners and commercial 
customers. 

Among the new homeowner products are lawn 
tractors with foot shift controls that improve per- 
formance, more maneuverable riding mowers and 


walk-behind models priced to attract the first-time 


PRODUCTS, 


CIALLY IN SALES OF 


HIGH - QUALITY 


LAWN TRACTORS 


AND IN NON- 


METROPOLITAN 


AND GROUNDS CARE 


ESPE- buyer; and for professional grounds 


care customers, new front-mounted 
mowers and walk-behind models. 

The “John Deere Promise,’ which 
says simply that if you’re not satisfied, 
bring the product back within 30 days 
for an exchange or full refund, was 
extended this year to include riding 
mowers and lawn tractors, in addition 
to walk-behind homeowner mowers. 
The John Deere Promise has been 
_ very effective. One dealer reported 
| this typical experience: “We had one 
return. A lady bought a push mower and then 
decided she really wanted a self-propelled. So she 
came in and got one. But nobody just brought the 
product back and walked out. Not one.” 

John Deere dealers are optimistic, going into 
1991, even though the economy has weakened. 
Dealers have a long line of pacesetting new prod- 
ucts to keep them ahead, and they have estab- 
lished a customer base of homeowners and 


grounds care professionals who value quality. 


WORLDWIDE INDUSTRIAL EQquiPMENT 


Grant Anderson of Western Forest Products in British Columbia 


“The type of treatment 


that Coast Tractor gives us sells 
equipment,’ says Master Mechanic 
Grant Anderson of Western Forest Products in 
British Columbia. “These are 
good people, they’re concerned. 
They keep on top of it.” 

A Western Forest Products 
logging crew in northern Van- 
couver Island may be working 
six hours away from the Coast 
Tractor & Equipment branch 
location in Campbell River, so 
the John Deere dealership keeps 
mechanics on the road in fully- 
equipped service trucks and 
does 70 percent of its repair 
work in the field. 

In the logging business, a 
machine breakdown produces 
a domino effect; machines are 
grouped as systems — $3 mil- 
lion in capital equipment may 
be useless until a 10-cent O- 
ring is replaced. 

“So we expect 100 percent 
from the machine, the dealer 
and the company that’s backing 
him up,” says Anderson. 

“The unwritten rule at 
Coast Tractor is if a machine 
is down it should be up and 
running within 24 hours — 
even if we have to steal parts 
from another machine or have 
a part made, or whatever,” 


says Branch Manager Jack 
Robinson. “If you're here for 
the long term, you take care of 
the customer. 

“Machines aren't sold, 
they're bought. Our customers 


buy because of product 
support.” 
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MARKETS FOR 


PUBLIC WORKS AND 


FORESTRY EQUIP- 


MENT HELP OFFSET 


THE DOWNTURN IN 


ndustrial equipment sales volume 

of $1.35 billion was 3 percent 

higher than in 1989, but unit vol- 

umes declined slightly, sales 
incentive costs increased, and operat- 
ing profit of $63 million was down 39 
percent. Industry retail sales were lower 
in 1990, mainly because private resi- 
dential construction was at its lowest | 
level since 1982. 

But John Deere’s business is by no 
means limited to the residential con- 
struction market. Heavy construction, highway and 
infrastructure repair and maintenance also are 
important markets for John Deere construction 
equipment . 

John Deere is the market leader in forestry 
equipment, which includes log skidders and har- 
vesting machines, excavators, wheel loaders, and 
crawler dozers. Exports of forest products increased 
this year, partly offsetting the effects of the decline 
in housing. 

Grant Anderson, who appears in the article on 
the facing page, expresses great pride in the mea- 
sures his forest products company and others take 
to safeguard the environment. “We are all funda- 
mentally environmentalists today, in this industry,” 
he says. John Deere is concentrating its product 
engineering efforts on meeting his requirements 
for machines that maximize his profit and mini- 


mize environmental impact. 


RESIDENTIAL CON- 


STRUCTION; JOHN 


DEERE INDUSTRIAL 


EQUIPMENT CON- 


TIVES TO GAIN 


MARKET SHARE. 


John Deere is an important suppli- 
er to the U.S. public construction mar- 
ket, which will likely be the strongest 
segment over the next couple of years. 
The capabilities of John Deere dealers 
and the John Deere product line are 
ideally suited to public works, such as 
highway and bridge repair and water 
and sewer projects. 

In early 1991, John Deere will offer 
an entirely new line of backhoe load- 
ers, which are key machines for public 
works projects of all kinds, and also a new line of 
log skidders. 

John Deere is building its industrial business on 
two vitally important strengths: the breadth and 
excellence of its product line, and a well-developed 
network of experienced, independent dealers, 
backed by John Deere parts and credit, and by the 
financial capabilities of the company. The value the 
company is able to add in such critically important 
areas as technical training, through the John Deere 
Training Center, also has been a key factor of John 
Deere’s ability to gain ground in this highly competi- 
tive business. 

In all of its industrial product lines, John Deere 
is one of the market leaders in North America, and 
the company has increased market share in nearly 


all product categories in each of the last three 


years. Quality, versatility, productivity 
and long-term value, based on an excel- 
lent parts and service network, have 
earned John Deere industrial equip- 
ment a world-class position in North 
America. In Asia, selected John Deere 
machines manufactured in Iowa are 
sold under the Hitachi label . 

It appears that the economic diffi- 
culties of 1990 will continue in 1991, 
but traditionally in such times, 


because of its product line and the 


staying power of its dealers, John 
Deere has gained market share and has positioned 


itself to meet business rebounds stronger than ever. 


POWER SYSTEMS GROUP 

The John Deere power systems group is respon- 
sible for the worldwide marketing of coordinated 
drivetrain components and for the design and man- 
ufacture of diesel engines for off-highway vehicles. 
These components serve John Deere’s own require- 
ments primarily, but they’re also helping the compa- 
ny realize opportunities in the original equipment 
manufacturer (OEM) market. 

Deere is focusing on offering maximum value 
to external markets for mobile, marine and station- 
ary power systems through engineering excellence 
and the economies of scale made possible by the 
company’s own internal demand for these compo- 
nents. (John Deere produced its three-millionth 


diesel engine in September.) 


THE JOHN DEERE 


POWER SYSTEMS 


GROUP SUPPLIES 


ENGINES AND OTHER 


POWERTRAIN COM- 


PONENTS FOR JOHN 


DEERE PRODUCTS AND 


FOR OFF-HIGH- 


WAY EQUIPMEMT 


MADE BY A VARIETY 


OF OTHER COMPANIES | 


WORLDWIDE. 


John Deere’s approach to this busi- 
ness stresses flexibility in addressing 
the individual customer’s require- 
ments by offering a complete range of 
modular engine and drivetrain compo- 
nents that can meet specific end-prod- 
uct design specifications or be sold as 
an integrated powertrain package. 

Engine sales in 1990, at net selling 
prices, were 13 percent higher than last 
year’s and double those of 1986; 29,000 


of this year’s production of 118,000 


engines were for OEM customers. 

Two John Deere marine engines for commercial 
workboat applications will be available in early 1991, 
and production will begin on a drivetrain package 
that teams a John Deere engine, transmission, and 
axle for use in an airport ground-support vehicle. 

The power systems group expects to have devel- 
oped its worldwide distribution network to more 
than 60 distributorships with nearly 90 branch loca- 
tions by mid-1991. Service is available also at more 
than 3,500 John Deere agricultural and industrial 
equipment dealerships worldwide. 

John Deere engine distributors from 34 coun- 
tries met at Deere & Company in May to prepare 
for further growth and opportunity in the power 


systems business. 


“Its a customer-driven 


marketplace. If a customer has a 


problem and gives us the opportunity 
to do something about il, we're going to 
turn him into a satisfied cus- 
tomer,” says Bob Brock, manag- 
er of product support, Industn- 
al Equipment Division. 
“Nobody is closer to the 
application and the machine 
than the guy who's on it every 
day, and we listen to him.” 
John Deere’s Satisfaction 
First program is one of the 
ways the company tunes in to 
individual voices. Feedback 
rom customers is collected 
and examined — everything, 
rom complaints about how 
the windshield wipers are 
adjusted to major design rec- 
ommendations, parts delivery, 
dealer service... 
Even praise is scruti- 
nized. “I have been operating 
John Deere equipment for 34 
years,” wrote one contractor, 
“and in my opinion there is no 
other equipment on the market 
that is comparable.” But 

why? probes the John Deere 
engineer. What exactly do you 
like about it? 

“Tt helps us understand 
better what factors are impor- 
tant in the eyes of the customer,” 
explains Brock. “The infor- 
mation is very important 
to our manufacturing 
units and future 
product planning.” 


Bob Brock, manager of product support, Industrial Equipment Division 


WoRLDWHIODE PARTS AND 


LoGgisTics 


Dieter Hecht of the company’s European office in Mannheim, Germany 


“Aftermarket sales and service play an 


ever-increasing role in total customer satisfaction,” 
says Dieter Hecht, manager of parts distribution 
for John Deere in Europe, 
Africa and the Middle East. 
“To provide aftermarket 
service second to none, John 
Deere 10 years ago initiated a 
parts distribution strategic 
plan tailored to the European 
market. The parts center in 
Bruchsal, Germany, was built 
and a state-of-the-art parts dis- 
tribution system called DNS 
(Distribution Network System) 
was developed to support our 
national parts depots. The inte- 
gration of our dealer organiza- 
tion into our worldwide com- 
puter network via DNS and 
Videotex was a clear sign to 
our dealers that John Deere’s 
reputation as a future-oriented 
company was well deserved.” 


“DNS/Videotex is the most 
advanced parts system in our 
industry,” says Lee Dietrich, 
who is responsible for imple- 
menting Videotex — a 24- 
hour telecommunications 
network that connects 

John Deere parts centers [fp 
and depots worldwide. 

John Deere can search 
throughout the network and get 
a part to a dealer anywhere in 
Europe normally within 24 
hours. The computers that 
make this possible also provide 
an accurate data base on parts 
order activity that helps John 
Deere factories precisely match 
production schedules to cus- 
tomers’ needs. 


Lee Dietrich 


PARTS SALES UP 


4 PERCENT TO 


$1.22 BILLION IN 


1990; INVENTORIES 


ARE REDUCED AND 


he worldwide parts and logis- 

tics division continues to 

strengthen the company’s 

position in the marketplace. 
Parts sales rose another 4 percent in 
1990 to $1.22 billion.* The division | 
likewise is improving the distribution | 
and management of inventories. 

Parts inventories were reduced 
again in 1990. This was accomplished 
without affecting stock order fill rates — one measure 
of how well parts are distributed to the marketplace 
— which continue to increase. In fact, the company’s 
parts distribution centers in Milan, Illinois, and 
Bruchsal, Germany, or any of the distribution depots 
in the worldwide system, will ship a part needed for 
urgent repair the same day, if ordered by 3 p.m. 

The strategic emphasis of the division is on 
increasing sales of highly competitive parts for John 
Deere and other makes of equipment through more 
ageressive marketing, understanding the customer’s 
needs and habits better, and pricing competitively. 

The most important factor in this effort is the 
enthusiasm of the company’s dealers about oppor- 
tunities in the parts business. To help make John 


Deere the first choice for parts among farmers, con- 


*Parts sales are included in the net sales figures of the worldwide 
farm and industrial equipment divisions. 


EFFICIENCY OF 


PARTS SERVICE TO 


CUSTOMERS CONTIN- 


UES TO IMPROVE. 


tractors and consumers, the company 
held an aftermarket conference for 
more than 5,000 dealer and company 
personnel recently in Phoenix. Work- 
shops focused on gaining maximum 
penetration in every market served by 
John Deere. 

Logistics is the business of plan- 
ning, implementing, and controlling 
the flow and storage of raw material, 
work-in-process, and parts and complete goods 
inventories in order to support customer require- 
ments. The company’s increased concentration in 
these areas is having a very positive effect on both 
customer service and cost. 

John Deere recognizes that effective relation- 
ships with world-class suppliers are an essential 
ingredient of competitive advantage. It is a company 
principle that the best value in all dealings is based 
upon relationships of mutual trust; accordingly, the 
company is taking steps to strengthen its linkages 


with suppliers. 


FINANCIAL SERVICES 


John Deere Insurance Representative John Spaulding with Dealer Marjorie Langston 


~ John Spaulding, a John Deere 
. Insurance representative, 
was watching television Sun- 

P, day evening, November 5, 
1989, and saw on the news 
that fire had just destroyed 
Smithfield Farm Equipment in 
Smithfield, North Carolina. 

Spaulding had been 
assigned to the territory only 
the day before, so he checked 
and confirmed his guess that 
the dealers, Marjorie Langston 
and her son Danny, were John 
Deere Insurance policyholders. 

When he showed up 
at the dealership at 8 a.m. 
Monday, the ruins were still 


smoldering. 


“You just dont know what 


it meant to have someone from 
Deere there,” says Marjorie Langston. 
“When you see 30 years of 
hard work go up in smoke in 
30 minutes, you just hit rock 
bottom. It meant so much to 
have someone from John Deere 
Insurance here that quick.” 
On Wednesday, John 
Deere Insurance issued a 
$20,000 advance payment to 
keep the Langstons going. 
They set up their parts and 
service departments in a ware- 
house across the street and 
rented a trailer for an office. 
On April 1, 1990, the 
Langstons moved into their 


new facility. 
Through it all, there was 
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| ANCE PRODUCTS 
| SPECIFICALLY 
DESIGNED FOR 


CLIENTS 


rowth continued in financial 
services during the year, as | 
these operations contributed 
nearly $122 million in 
net income, or about 30 percent of 
total corporate profits. Notes and 
leases accepted by John Deere Capital 
Corporation increased 23 percent in 
1990. John Deere Insurance Group 
sales grew 8 percent despite the contin- 


uing softness of the property/casualty 


insurance market. As expected, expens- 
es associated with rapid expansion temporarily damp- 
ened earnings results for both organizations; howey- 
er, both are well positioned for longer-term earnings 


improvements. 


JOHN DEERE INSURANCE GROUP 

Earnings for the John Deere insurance opera- 
tions — $37 million compared to $46 million in 1989 
— were adversely affected by an unusual number of 
large losses in addition to expansion costs. A signifi- 
cant number of these losses resulted from severe 
weather in areas where John Deere Insurance has a 
concentration of business. 

John Deere Insurance (JDI) derives the majority 
of its premiums from commercial lines of insurance 
sold to businesses nationally. The growth of John 
Deere Insurance in recent years has been the result of 
the sales of these products to a variety of dealer estab- 
lishments other than John Deere dealers. This clien- 
tele — dealers who sell automobiles, boats, recreation- 
al vehicles, agricultural implements, and construction 


equipment — now accounts for well over half of the 


WHO SELL 


THROUGH DEALER- 


SHIPS HAS HELPED 


JOHN DEERE INSUR- 


ANCE EXPAND ITS 


BUSINESS BASE. 


OFFERING INSUR- 


commercial insurance sold by John 
Deere Insurance. The sale of life insur- 
ance and related products in these same 
markets shows promise as well. 
Endorsements from industry 
groups have continued to enhance the 
growth of the insurance division. John 
Deere Insurance is exclusively endorsed 
by the Associated Equipment Distribu- 
tors, the Recreational Vehicle Dealers’ 


Association, the Texas Auto Dealers’ 


Association, the Mississippi Auto 
Dealers’ Association, and the New England Equip- 
ment Dealers’ Association. In addition, JDI this year 
received the exclusive endorsement of the American 
International Automobile Dealers’ Association, which 
has more than 9,000 members. These endorsements 
assist the insurance group in establishing long-term 
partnerships with its customers. 

The partnership that John Deere Insurance 
develops with its customers is a fundamental part of 
its growth strategy. The success of this focus is reflect- 
ed in the fact that 95 percent of its customers are will- 
ing to recommend John Deere Insurance to others. 

The John Deere Insurance Group is very well 
capitalized — $341 million in equity supporting 
$301 million in written premiums. Of the $765 mil- 
lion in invested assets, less than 3 percent is invested 
in real estate and non-investment-grade securities. 
Both John Deere Life and John Deere Insurance 
Company carry the top rating of A+ from A.M. Best’s 
Company. Customers value this solid financial posi- 
tion at a time when the financial capability of some 


insurance companies is being questioned. 


no 
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JOHN DEERE CREDIT 


GAINS MARKET 


| SHARE IN BOTH 


CREDIT OPERATIONS 

John Deere Capital Corporation is 
also strongly capitalized, with $666 mil- 
lion in equity capital and more than 
$3.6 billion in assets. Results in 1990 
reflected strong growth in receivables 
and slightly higher average margins, off 
set by larger reserve provisions in expand- 
ing new businesses. John Deere Capital 


Corporation earned $66.3 million in 1990, 


down only slightly from $67.4 million a 
year ago. These results, achieved with an 11 percent 
increase in average receivables, reflect market share 
improvements in both traditional and new businesses. 

New products like a capped loan demonstrate 
John Deere Capital Corporation’s commitment to 
provide dealers with innovative financing tools. These 
installment contracts, marketed under the names 
“Never Pay More” and “Rate Guard,” freeze the maxi- 
mum interest rate at the rate in effect when the con- 
tract is written, but allow customers the benefit of 
interest rate declines. 

Last spring, the company introduced an aggres- 
sive new program for the agricultural equipment mar- 
ket called “It’s a Whole New Ball Game!” It featured 
lower rates, a simpler rate structure, and a rate benefit 
for borrowers with premier credit standing. A pro- 
gram called “Choice Cuts,’ offered in the industrial 
equipment market, represented a creative marketing 
promotion emphasizing bought-down rates on select- 
ed industrial equipment. 

Similar programs for financing lawn and grounds 
care equipment are expected to stimulate additional 


growth in 1991. Several new product options are 
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STRONG GROWTH 


CONTINUES AND 


AVERAGE MARGINS 


ARE HIGHER. 


TRADITIONAL AND 


NEW BUSINESS; 


expected to significantly improve John 
Deere Capital Corporation’s competitive 
position in this increasingly important 
market segment. 

John Deere Finance Limited oper- 
| ates in Canada quite similarly to John 
Deere Capital Corporation in the United 
States. It had a good year in 1990, earn- 


ing $14.3 million. 


| PROSPECTS 

Prospects at the start of 1991 look favorable for 
both John Deere Capital Corporation and John Deere 
Insurance Group. John Deere Insurance earnings 
should rebound; the property losses of 1990 resulted 
from a series of random weather events and are not 
expected to recur. Sales of products financed by John 
Deere Capital Corporation, in both its traditional and 
new markets, could experience little growth; however, 
given the company’s strong capital position, its reputa- 
tion for excellent customer service, and an energetic 


marketing effort, the outlook for earnings is positive. 


JOHN DEERE HEALTH CARE, INC. 

The company’s health care subsidiary continued 
to make significant progress during the year. Member- 
ship in the managed health care network, Heritage 
National Healthplan, reached 177,000 at year end, a 
5 percent increase over 1989 enrollment. 

Overall operations contributed $4.1 million in 
net income this year, compared with $1.6 million in 
fiscal 1989. Heritage also assisted the corporation in 
its employee health and accident benefit programs 


through varied health care costmanagement initiatives. 


Bob Lane, president of Deere Credit, Inc. 
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“Its a whole new ball game!” 


— anew financing program — 
gives John Deere agricultural equipment dealers 
the flexibility to tailor credit to 
the customer's situation. 

This makes it easier for 
the dealer to sell equipment, 
either new or used. And the 
farmer can spend his time in 
the field instead of at the bank. 

“The customer can gel it 
all right there, from his John 

Deere dealer. Dealers are 
delivering a total value 
package,” says Bob 
Lane, president of 
Deere Credit, Inc. the 
marketing arm of John 
Deere Credit Company. 


The promotional program 
for John Deere agricultural 
equipment dealers is one of 
several that John Deere Credit 
is using to merchandise its 
credit plans. Similar programs 


have been offered to other key 
markets — “Choice Cuts” for 
industrial equipment dealers 
and “Write Your Own Check” 


for boat dealers who provide 


private-label financing 
through John Deere Credit. 
“Programs like these offer 
the customer a variety of ways 
lo get the products he or she 
needs — through simplified, 
highly competitive rates and 
terms, for instance, or by struc- 
turing a finance plan to 
accommodate the farmers cash 


flow requirements,” says Lane. 


Credit applications are 
reviewed by analysts who 
understand the importance of 
the sale to the dealer and are 
looking for ways to accept cred- 
it-worthy applicants. 
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CORPORATE CcCiTtTizeEeEnsHIP 


John Deere’s closed-handling system reduces exposure to chemicals. 


| 


“We asked ourselves, 


‘How can we ensure that farmers 


will not come in contact with toxic 
agricultural chemicals when 

filling hoppers on our planter 

units ?’” recalls Richard 

DePauw of the John Deere Har- 

vester Works Product Engineer- 

ing Center. 

“We try very hard to deter- 
mine the ways a user of our 
product might be injured. If we 
cant change the product to 
eliminate the hazard, we will 
guard the hazard or warn the 
user of it. In this case, the 
answer was @ Closed connection 
between the chemical package 
and the hopper.” 

So John Deere joined forces 
with American Cyanamid to 
develop both a unique system 
Jor filling hoppers with 
COUNTER" pesticide and a 
returnable, refillable chemical 
container, designed lo minimize 
Jarmers’ exposure. Automatic 
valves on the hopper lid and 
the chemical container open 
only when coupled, so the 
farmer won't breathe or touch 
the chemical. 

The high priority given to 
safety in John Deere product 
design also resulted in impor- 
tant innovations in the new 

9960 cotton picker — an 
~ “operator presence” system 
that stops the picking units 
whenever the operator leaves 
the seat, plus a service tether 
that permits remote-control 
operation of picking units 
so they can be inspected and 
cleaned safely during 

routine service. 


he John Deere organization 
has built its growth and suc- 
cess on business principles 
that emphasize integrity, fair 
dealing and mutual advantage in its rela- 
tionships with customers, employees, 
investors, suppliers and citizens of the 


communities in which it operates. Today 


the effects of the company’s policies are 
clearly evident in a number of areas to which the pub- 


lic attaches a high priority. Among these are: 


Environmental programs. The company takes a proac- 
tive stance in addressing its environmental responsibil- 
ities. Deere has taken a leading role in applying the 
best available control technology at its manufacturing 
locations and traditionally has implemented protec- 
tive measures before they were mandated. Since 1981, 
the company has reduced the generation of haz- 
ardous wastes by 60 percent and the amount of haz- 
ardous material disposed of in landfills by 90 percent. 
The company also places heavy emphasis on 
environmental considerations in the workplace and 
in developing its products. John Deere leads its indus- 
try in occupational safety, where its record is among 
the best of all U.S. industrial manufacturers. In its 


product engineering efforts, the company gives 


CARING FOR THE 


ENVIRONMENT IS AN 


IMPORTANT VALUE 


AT JOHN DEERE, 


IN PRODUCT DESIGN 


AS WELL AS 


MANUFACTURING 


OPERATIONS. 


emphasis to incorporating features that 
reduce the risks of unsafe operation (see 
facing page) and also minimize environ- 
mental impact. For example, John 
Deere offers a broad line of conserva- 
tion tillage implements that help pre- 
_ serve the land while reducing the 


requirement for chemical applications. 


Energy management. A formal energy management 
program was begun by the company in 1973. Today 
John Deere is producing about 40 percent more ton- 
nage with 4 percent less energy than it did in 1984. 
This year the company’s seven Iowa factories were 
cited for excellence in energy management by the 


state’s Department of Natural Resources. 


Corporate support. The community concept is 
paramount in John Deere’s contributions program. 
The company concentrates its support on worthy 
organizations that serve the local communities where 
John Deere employees live and work and where other 
sources of private funding may be limited. Funding 
priorities in 1990 included human services, communi- 
ty development programs and eduction as well as cul- 
ture and the arts. The company’s employees actively 
devote their time and talents to a wide range of local 
organizations. In the larger sense of community, John 
Deere also supports selected regional, national and 
international programs that fit its special concerns 


and priorities. 
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MANAGEMENT CHANGES 


Hans W. Becherer was elected chairman May 30, suc- 
ceeding Robert A. Hanson, who retired after more 
than 40 years of service. Mr. Becherer continues as 
chief executive officer, the post to which he was elected 
in August 1989. He had served as president since 1987. 
In his 28 years with the company, he has held a num- 
ber of important positions in overseas operations and 
was elected executive vice president, worldwide agricul- 
tural equipment and consumer products, in 1986, the 
same year he was elected to the board of directors. 

David H. Stowe, Jr. was elected president and 
chief operating officer after serving as executive vice 
president, worldwide agricultural equipment and con- 
sumer products, since July 1987. He had served for the 
five years prior to that as senior vice president in 
charge of the worldwide industrial equipment division. 
He was elected to the board in 1982. He joined Deere 
& Company in 1968. 

Bill C. Harpole was elected to succeed Mr. Stowe 
as executive vice president, worldwide agricultural 
equipment and consumer products. He was also elect- 
ed to the board. He had served as senior vice president 
in charge of the worldwide parts and logistics division 
since its formation in June 1988. He had previously 
been vice president, corporate business development 
and planning. Mr. Harpole joined the company in 1955. 

Eugene L. Schotanus was elected executive vice 
president, financial services, August 29. He had served 
as senior vice president, financial services, and as a 
director since 1981. He has held a variety of positions in 
both North American and overseas operations in his 31 
years with Deere & Company. He continues to serve as 


the company’s chief financial officer. 


Bernard L. Hardiek was elected to succeed Mr. 
Harpole as senior vice president, worldwide parts and 
logistics. He had served as vice president, business 
development, planning and taxation, since 1988. Mr. 
Hardiek joined the company in 1979. 

Crandall C. Bowles, president of The Springs 
Company of Lancaster, South Carolina, was elected to 
the board of directors May 30. Before her appoint- 
ment as president in 1982, Mrs. Bowles had served as 
executive vice president of that company. The Springs 
Company is a diversified enterprise with a variety of 
manufacturing and insurance operations. 

Dennis E. Hoffmann, president of the John 
Deere Insurance Group, was elected a vice president of 
Deere & Company December 5. Mr. Hoffmann joined 
Deere & Company’s insurance operations in 1974 and 
was named general manager in 1975. In 1983, he was 
named president of John Deere Insurance Group, 
Inc., a subsidiary of Deere & Company and the hold- 
ing company for Deere’s property-casualty and life 
insurance operations. 

Michael P. Orr, president of John Deere Credit 
Company, was elected to the position of vice president 
of Deere & Company December 5. Mr. Orr joined 
Deere & Company in 1974, and served in a variety of 
positions in the company’s finance area before being 
named director, sales finance, in 1983. In 1988, he was 
elected president of John Deere Credit Company, a 
Deere & Company subsidiary and the holding compa- 


ny for Deere’s credit operations. 


FINANCIAL REVIEW 


This financial section 
is printed on recycled paper. 
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DEERE & COMPANY 


STATEMENT OF CONSOLIDATED INCOME 


(In millions of dollars except per share amounts) 


NET SALES AND REVENUES 

Net sales of farm and industrial equipMent .........ssssecssseeesseessseessseeeess 
HF EtDAN) CEA CANCE LESL LTS COTE voosasts sch ngstavesyoaqgtovevvggtnelojevectptoscetpadteracioese? 
Insurance and health care preMiuUMs.........ssssessseesrseeessseessseeeseessseees 
JINVESTEIE I ELENC OLIICs Jius corks sctiabe anti atestnodsontcttaphiyscestsusseanevepseal bus daiedess 
ETE a1 COMME sess tccscesctostt vcanesvesstec tos ctetotis lotucscctonmne asttsancastieectraesest 


COsTs AND EXPENSES 


COSTE POU SOI i Sranssapsijacnarsycenein oly tnanss tise apaaciedstndengabitderestotocsnee 
Researchyarid:developmentexpentses. 5.2.5. nysccsscvsesnerstnpusssvonsionasecseeanecd 
Selling, administrative and general ExPeMNses .........c.sssssseccsseeeernneeesens ad 
JYUEGRESUSSICTISEC...tov.ctievoreesteasescannser usb hati eanerousseestechodsctestancaiatsr setts 
Insurance and health care claims and benefits ........scsssseccsseeesseeesseeees 


INCOME OF CONSOLIDATED GROUP 
BEROREINGOME:UANES cessor iococs foot cat ster eeteee tious tone dibdae abossgdvosenacucys 
PLOVISIONMORINGOME LAKES acescas cessecestseav aestocerece isha eit cdots 


INCOME OF CONSOLIDATED GROUP .....cccsscsescsscsssssscsssccceseseeseseseenesesrens 


EQUITY IN INCOME OF UNCONSOLIDATED SUBSIDIARIES 
AND AFFILIATES 
Greditisubsi diaries cet: eta ocean ah eet ital 
Insurance and health care Subsidiaries .......c.csesesesesrescesessresesseeees 
OLR aLe ie eee noe oy penta Re ERR ao amen ooo a re 


PrR SHARE DATA 

Primary: 
Income before change in ACCOUNLING ......s..sescssecsseerssessseesseeeseessneesee 
Change in accounting for inCOME taXES ......ssssesecseecceseecsseecssneensness 


A°Vel TT 0 (Kai eat coop epee Fete oper = tot fen CNY eA ee balene c  aiinge Rerr ae 
Fully diluted: 


Income before change in ACCOUNUING .....ssesssessseessecsssecsseesseersseasensne 
Change in accounting for inCOME taX€S ......csssessssssesssseesnneersnesesnees 


IN CLTIEC ORIG soci. cacaps cde ata taae estan tas atensaathn copatonseraeen trast igaa vom Seas 
Dividends declared seco ek vetoes rach vena hoa Pn ae 
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CONSOLIDATED 


(Deere & Company and Consolidated Subsidiaries) 


1990 


$6,778.7 
598.7 
384.2 
86.0 
33.4 


7,881.0 


5,424.1 
263.5 
798.3 
435.2 
334.5 

37.9 


7,298.5 


587.5 
182.0 


405.5 


YEAR ENDED OCTOBER 31 


1989 


$6,233.9 
550.5 
342.9 
75.7 
16.8 


7,219.8 


5,025.0 
234.1 
697.3 
406.6 
292.7 

25.0 


6,680.7 


539.1 
167.0 


died 


8.1 


ge 
i 


1988 


$5,364.8 
4419 
347.8 
62.0 
21.0 


6,237.5 


EQUIPMENT OPERATIONS : FINANCIAL SERVICES 
(Deere & Company with Financial Services on the Equity Basis) 


YEAR ENDED OCTOBER 31 YEAR ENDED OCTOBER 31 

1990 1989 1988 1990 1989 1988 
$6,778.7 $6,233.9 $5,364.8 

111.9 101.0 66.1 $ 489.5 $452.4 $380.7 

492.3 440.7 411.1 

86.1 75.9 65.5 

19.4 15.2 23.5 aL 9.4 4.8 

6,910.0 6,350.1 5,454.4 1,089.2 978.4 862.1 
5 A208 5,035.7 4,355.7 
263.5 234.1 2159 

588.5 533.0 506.3 225.8 179.3 169.0 

190.6 173.6 160.8 247.4 236.1 180.1 

428.2 372.6 347.5 

24.3 10.3 3.0 13.6 14.7 173 

6,496.7 5,986.7 5,241.7 915.0 802.7 713.9 

413.3 363.4 212.7 174.2 175.7 148.2 

129.5 115.3 32.9 52.5 517 46.2 

283.8 248.1 179.8 A207, 124.0 102.0 
80.6 76.0 64.7 
41.1 48.0 37.3 
5.6 8.1 4.9 
127.3 1321 106.9 

28.7 28.7 

$ 411.1 $ 380.2 $ 315.4 $ 121.7 $124.0 $130.7 


The “Consolidated” (Deere & Company and Consolidated Subsidiaries) data on this statement conform with the requirements of 
FASB Statement No. 94. In the supplemental consolidating data on this statement “Equipment Operations” (Deere & Company with 
Financial Services on the Equity Basis) reflect the pre-1989 basis of consolidation described in the notes to the consolidated financial 
statements. The consolidated group data in the income statement in this pre-1989 basis of consolidation reflect the results of the farm 
equipment and industrial equipment operations, which are also referred to as the “Equipment Operations” in this report. 

The supplemental “Financial Services” consolidating data on this statement include Deere & Company’s credit, insurance and health 
care subsidiaries. Transactions between the “Equipment Operations” and “Financial Services” have been eliminated to arrive at the 
“Consolidated” data. 


The information on pages 41 through 64 is an integral part of this statement. 
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DEERE & ComPerany 


CONSOLIDATED BALANCE SHEET 
————— pl a pp a a 


CONSOLIDATED 
(Deere & Company and Consolidated Subsidiaries) 
In millions of dollars except per share amounts) OCTOBER 31 

SETS 1990 1989 
Gash anid Cash CQ IVALCMES 12 siasse cn caseonygen basa dycesrstagessoncauocdeeveasteydvaqeascee bani $ 185.4 $ . 203.8 
Retin dablesncome taxes assesses eet ans ta ee 42.0 11.8 
Marketable‘secumities carried at COStSssac.ssscsesscessctssdsasoceodevcessasessessrectoecsecevve 801.0 725.3 
Receivables from unconsolidated subsidiaries and affiliates ........c.csseee 3.0 5:3 
Dealer accounts and notes receivable — Met ....c.cccscssesssssssssssesscsesessssceseecesses 3,099.9 2,586.9 
Greditreceivablés= neta a tenn Zee ae aati, decor 3,895.8 3,358.4 
@thensveceivablesy<.essekaieeth etn peta eee a ta ee 99.5 85.4 
Eqinipment om operating Leases'— Met x.cscconsssesonsestorssteonivssseonsssedszssccitvnsaectovss 181.4 160.2 

SINVEN TOTES Geet cei ro ecto a Sach eM ee ag ah ae 677.7 TAL 
PROPEL ANG, CQUMPMMEN EME Es sims. fe aitscs apap bacnnss asseeeeowsieeouancee atorechescetepeeassd 1,149.4 996.6 
Investments in unconsolidated subsidiaries and affiliates .......cccccseseseeseees 84.6 71.3 
Tiitanicible: assets TG scses.tsescsssetssoosianstearctie ecctvestchetteas enpsaveiecroostscbréngapale 239.7 72.0 
Otherassetsye vtech Bereta eee Rh in ENO RS, Aca cbearities 81.1 52.2 
DeternedsmGOmetaxes.sis.isresecceeiteranveatemin reel ieee nee 12:3; 

DUGteMPEC CARTES i 5ctsicseersetyalesedccstt soaecendensseesyaleaonsisasninaaiesctexad ony cattenbaqeodt 111.5 105.0 
Reo} es bei ie Soe mae tc eu SS ole) aR ad Se $10,664.3 $ 9,145.4 
LIABILITIES AND STOCKHOLDERS’ EQUITY 

LIABILITIES 

SHOP SPM WORE VWLDS enavosns Seassccsdecasnsseethoe clSteappeivetiaadetuutessersnantbagtaWiecrshnapsopss $ 2,892.5 $ 2,248.6 
Payables to unconsolidated subsidiaries and affiliates ........sssssesssessssseeesees 28.1 15.0 
Accounts payable and accrued expenses.......sssscssssesssseeessseessseecsseessseesssseeens Riga 1,579.0 
Insurance and health care claims and reserves .......ccsscesssesesesessesesesesesceseseees 444.2 391.4 

EA COTUE UMAR CS eis Sa rdsatitn Tere chia ETT OEES Mees A data 66.2 75.1 

MDeterredinConive taxesstncre. eamrass sscssrta ences ante olocin eset raseee Waar, 148.2 
Tina ste rit HOLT O WINES cfoo ssa ctasssvsnns esas eptaanecccscobrvaigedsnqaassvecrssialcnntveararotosessie 1,785.9 1,675.6 
Pension accruals andiother: liabilities: c:1is.tsceacttessesoststisteccccserctatessetivarbensecs 545.7 232.2 

Motaliabilites:acsseesecn sees Mea cee Won 7,656.7 6,365.1 
STOCKHOLDERS’ EQUITY 
Common stock, $1 par value (authorized — 200,000,000 shares; 

issued — 76,310,441 shares in 1990 and 75,748,172 shares in 1989) 

AbSTALE CI VALI CiayeNcAoiasteecscerni oestrone eee ete cle cheb en hese 831.4 800.8 

RE fale CAL MIN GS 5.3.55 dat epocontaatcatessccvsnerde ater eaaret accaastivlcteaschabpaapegietscbeass 2,291.3 2,031.9 
Minimum pension liability adjustMent...........csccsssseseesssessseesssesssesssessseessees (88.2) 
Cumulative translation: agjustiment..1.e.icsscos-ceccovvcssssssvassvovurbusesssasensetbipeoestenss (11.8) (47.6) 
Unamortized restricted stock COMpeNsatiON ......scecsssesssssesssseessseessseessseessssees (5.0) (2.9) 
Common stock in treasury, 203,253 shares in 1990 and 

PATO G Feshares inl 989 at Costar yest eectertesscs tes rectestetaniaueertatee (10.1) (1.9) 

Totalistockhold ers \¢ Quy ty. c:tsscxesststecoscssstoxehosereanitncthsbdossptvastdertestcnericereep 3,007.6 2,780.3 
Tio tal Sesh casts ata hs saeea ela eret pee eee Gens Se nd Neate eoaeh ates ae $10,664.3 $ 9,145.4 


The “Consolidated” (Deere & Company and Consolidated Subsidiaries) data on this statement conform with the requirements of 
FASB Statement No. 94. In the supplemental consolidating data on this statement “Equipment Operations” (Deere & Company with 
Financial Services on the Equity Basis) reflect the pre-1989 basis of consolidation described in the notes to the consolidated financial 
statements. The supplemental “Financial Services” consolidating data on this statement include Deere & Company’s credit, insurance 
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EEE nel 


EQUIPMENT OPERATIONS FINANCIAL SERVICES 
(Deere & Company with Financial Services on the Equity Basis) 
OCTOBER 31 OCTOBER 31 
1990 1989 1990 1989 
Pee, $ 56.7 $ 159.7 $ 1471 
42.0 11.8 
801.0 725.3 
74.5 140.0 
3,099.9 2,586.9 
64.9 51.7 3,830.9 3,306.7 
101.0 87.8 
102.5 85.3 78.9 74.9 
677.7 711.2 
1,134.5 982.2 149 jee 
1,187.4 1,131.5 
224.3 53.7 15.4 18.4 
61.8 35.5 19.3 16.7 
18.4 
159 66.2 35.6 38.8 
$ 6,771.1 $ 5,912.7 $5,075.1 $ 4,430.1 
$ 850.3 $ 639.5 $2,042.2 $ 1,609.1 
28.1 15.0 71.5 128.7 
1,297.1 1,216.9 426.9 370.6 
444.2 391.4 
64.0 12:2 2.2 2.9 
177.8 135.1 eat 
803.7 823.9 982.2 851.8 
542.5 229.8 3.2 20 
3,763.5 3,132.4 3,972.4 3,369.9 
831.4 800.8 184.0 184.0 
2,291.3 2,031.9 911.2 869.2 
(88.2) 
(11.8) (47.6) 7.5 7.0 
(5.0) (2.9) 
(10.1) (1.9) 
3,007.6 2,780.3 1,102.7 1,060.2 
$6,771.1 $ 5,912.7 $5,075.1 $ 4,430.1 


and health care subsidiaries. Transactions between the “Equipment Operations” and “Financial 
Services” have been eliminated to arrive at the “Consolidated” data. 


The information on pages 41 through 64 is an integral part of this statement. 


DEERE & COM PAN Y 


STATEMENT OF CONSOLIDATED CASH FLOWS 


CONSOLIDATED 
(Deere & Company and Consolidated Subsidiaries) 
YEAR ENDED OCTOBER 31 
(In millions of dollars) 1990 1989 1988 
CASH FLOWS FROM OPERATING ACTIVITIES 
NGRin com Garten scan tien ae pincer eas $ 411.1 $ 380.2 $ 315.4 
Adjustments to reconcile net income to net 
cash provided by (used for) operating activities: 
Provision-for doubttul receivables cre ssccteosctesseks ccaseistestencetayens 56.6 27.1 26.8 
PrOviSiON TOP Ge PTEClAtlOMN).csiasssesteseyactecnsous ecaupsnivvecsbadeprnssecivtordscsbns 203.8 1929 207.1 
Undistributed earnings of unconsolidated subsidiaries 
Pao snail PEA Pec ae Rn a et ora rel apse a ea er 2.8 (6.9) (4.6) 
Provision (credit) for deferred income taxes including 
CUmnitlative AC fUStAeMts = bec piece rennstacteessusescststoneseobetearctieetsosecnorsce 57.7 91.8 (41.6) 
Changes in assets and liabilities: 
REGCELVAIDIES Iai ces ceettace tee cos teen tenet eater ccot erage ten EN Hesuetal a (486.3) (315.9) (201.9) 
[HVEMLOLIES fo sstsrcal heostereste thse scaceetbeane taseoteteeaetacte lok tenthicdeeseltexs 67.6 4.2 (242.9) 
Accounts payable and accrued expenses.......ssssscssseessseecssseessees 49.8 114.7 133.5 
Insurance and health care claims and reserves .........eseeseseerees 52.5 32.0 68.7 
Others avicd os concerns a cae roe rays n on en oe: (18.5) (108.5) 95.1 
Net cash provided by operating actiVities.......sssecssseesseeersees 397.1 411.6 355.6 
CASH FLOWS FROM INVESTING ACTIVITIES 
Collections of credit receivables.:..c:..c.s-ssevsssecrseosvsosesessesseseesessevesssvavesede 2,217.1 2,166.5 1,818.8 
Proceeds from sales of credit receivables ..........c.ssssssessesssesnecsseseeasenees 590.3 293.4 D3 
Proceeds from sales of marketable seCuritieS..........sessssesesereeseneesees 118.9 259.7 84.2 
Proceeds from sales of equipment on operating leases..........s0s 36.8 24.7 25.0 
Gost of credit receivables Acquired iss... sts aseasorsssitovssenipisbavcssancvacsaseseaai (3,367.9) (2,793.4) (2,100.2) 
Purchases of marketable seCurities...:.c.ssisstscacssestesesscoversessarsessostuestusane (192.9) (319.9) (208.4) 
Purchases of property and CqQUIPMENL ......scccseeesseecsneessssecssnsessseecnnesees (292.1) (181.1) (184.5) 
Cost Of operating leasesacquiredd shesssives.sepievsedeagatrachesecuosstiecscnsyscreatece (83.4) (91.3) (31.9) 
AE CUISITOTL OF SUBIC AR YS ae.c28 Ssccasessnwenectatrerqieaslcanks Av taeustobsssonnrane ghatece (86.8) 
(0) ines eden eet eee erat pea Certs ee cee ip eget ese acer ee ese 5.0 3.1 (3.9) 
Net cash used for investing Activities... (968.2) (725.1) (585.6) 
CASH FLOWS FROM FINANCING ACTIVITIES 
Increase (decrease) in short-term DOrrowiNgS ........sssssssesseessesseesseees 578.9 (127.3) 262.6 
Change in receivables/ payables from unconsolidated subsidiaries .. 
Proceeds from issuance of long-term DOrroWiNGS .......sssseesseesseessseeeee 492.1 746.0 
Principal payments on long-term bOrrowiNg’S .......s.sssesssseeessseesesseeseees (381.2) (287.5) (124.7) 
IDTV LS WALCL: Ga:.icadasonveovagennerasatayaatathtoacranesosssigiesset™socancptenseBeceduncas (140.3) (86.2) (36.2) 
Olheneysncetcne shou cer oer tice tia erin cent neat nate ca ties a 2.8 7.0 26.1 
Net cash provided by (used for) financing activities .............. D020 252.0 127.8 
EFFECT OF EXCHANGE RATE CHANGES ON CASH )........ssssecsecssessenseneesees + (.7) (3.6) 
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS.............. (18.4) (62.2) (105.8) 
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR........cesccseseeseeee 203.8 266.0 371.8 
CASH AND CASH EQUIVALENTS AT END OF YEAR ....c.ccsssssessssssessessesseseees $ 185.4 $ 203.8 $ 266.0 


The “Consolidated” (Deere & Company and Consolidated Subsidiaries) data on this statement conform with the requirements of 
FASB Statement No. 94. In the supplemental consolidating data on this statement “Equipment Operations” (Deere & Company with 
Financial Services on the Equity Basis) reflect the pre-1989 basis of consolidation described in the notes to the consolidated financial 
statements. The supplemental “Financial Services” consolidating data on this statement include Deere & Company’s credit, insurance 
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EQUIPMENT OPERATIONS FINANCIAL SERVICES 


(Deere & Company with Financial Services on the Equity Basis) 


YEAR ENDED OCTOBER 31 YEAR ENDED OCTOBER 31 
1990 1989 1988 1990 1989 1988 
$ 4111 $ 380.2 $ 315.4 $ 121.7 $ 124.0 $ 130.7 
6.3 3 8 50.3 26.8 26.0 
186.6 175.2 187.5 17.2 17.8 19.5 
(39.1) (62.2) (58.7) 
89.2 115.5 9.9 (31.5) (23.7) (50.8) 
(468.7) (297.1) (194.8) (17.6) (19.1) (6.5) 
67.6 4.9 (249.9) : 
6.7 54.0 97.1 43.1 61.6 37.0 
52.5 32.0 68.7 
(23.7) (64.6) 83.3 5. (38.6) 78 
936.0 305.5 196.9 __ 2408 180.8 939.4 
59.8 49.4 47.5 9,157.3 2117.1 ate 
115 11.8 15.3 603.8 303.2 19.5 
118.9 259.7 87.0 
10.3 5.7 15 26.5 19.0 93.6 
(77.8) (70.6) (81.3) (3,315.1) (2,744.3) (2,038.4) 
(192.9) (320.0) (208.4) 
(287.9) (175.6) (176.5) (4.2) (5.4) (8.1) 
(39.8) (52.1) (28.0) (43.6) (39.2) (3.9) 
(86.8) 
4.8 (1.4) (15.9) 2 4.4 5 
(319.1) (319.6) (237.4 (649.1) (405.5) (356.9) 
111.9 97.3 91.6 467.0 (154.6) 170.9 
64.0 (87.1) (80.8) (63.5) 81.1 80.8 
175.4 198.5 316.7 547.5 
(161.6) (36.9) (24.1) (219.6) (250.5) (100.5) 
(140.3) (86.2) (36.2) (79.7) (68.7) (76.6) 
23 6.9 26.2 11.5 
51.7 29.5 (23.3) 490.9 154.8 86.1 
4 (.7) (3.6) 
(31.0) 7.7 (67.4) 12.6 (69.9) (38.4) 
56.7 49.0 116.4 147.1 217.0 955.4 
§ 95.7 $ 56.7 $ 49.0 $ 159.7 $ 147.1 $ 217.0 


and health care subsidiaries. Transactions between the “Equipment Operations” and “Financial Services” have been eliminated to 
arrive at the “Consolidated” data. 


The information on pages 41 through 64 is an integral part of this statement. 


REPORT OF MANAGEMENT 


The consolidated financial statements and other financial infor- 
mation of Deere & Company in this report were prepared by its 
management, which is responsible for their contents. They 
reflect amounts based upon management’s best estimates and 
informed judgments. In management's opinion, the financial 
statements present fairly the financial position, results of opera- 
tions and cash flows of the company in conformity with generally 
accepted accounting principles. 

The company maintains a system of internal accounting 
controls and procedures which is intended, consistent with rea- 
sonable cost, to provide reasonable assurance that transactions 
are executed as authorized, that they are properly recorded to 
produce reliable financial records, and that accountability for 
assets is maintained. The accounting controls and procedures 
are supported by careful selection and training of personnel, 
examinations by an internal auditing department and a continu- 
ing management commitment to the integrity of the system. 

The financial statements have been audited to the extent 
required by generally accepted auditing standards by Deloitte & 
Touche, independent auditors. The independent auditors have 
evaluated the company’s internal control structure and per- 
formed tests of procedures and accounting records in connec- 
tion with the issuance of their report on the fairness of the 
financial statements. 

The Board of Directors has appointed an Audit Review 
Committee composed entirely of directors who are not employ- 
ees of the company. The Audit Review Committee meets with 
representatives of management, the internal auditing depart- 
ment and the independent auditors, both separately and jointly. 
The Committee discusses with the independent auditors and 
approves in advance the scope of the audit, reviews with the inde- 
pendent auditors the financial statements and their audit report, 
consults with the internal audit staff and reviews management’s 
administration of the system of internal accounting controls. 
The Committee reports to the Board on its activities and findings. 
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INDEPENDENT AUDITORS’ REPORT 


Deloitte & 
Touche 
AN 


Deere & Company: 


We have audited the accompanying consolidated balance sheets 
of Deere & Company and subsidiaries as of October 31, 1990 and 
1989 and the related statements of consolidated income and of 
consolidated cash flows for each of the three years in the period 
ended October 31, 1990. These financial statements are the 
responsibility of the company’s management. Our responsibility 
is to express an opinion on these financial statements based on 
our audits. 

We conducted our audits in accordance with generally 
accepted auditing standards. Those standards require that we 
plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstate- 
ment. An audit includes examining, on a test basis, evidence sup- 
porting the amounts and disclosures in the financial statements. 
An audit also includes assessing the accounting principles used 
and significant estimates made by management, as well as evaluat- 
ing the overall financial statement presentation. We believe that 
our audits provide a reasonable basis for our opinion. 

In our opinion, such consolidated financial statements 
present fairly, in all material respects, the financial position of 
Deere & Company and subsidiaries at October 31, 1990 and 
1989 and the results of their operations and their cash flows for 
each of the three years in the period ended October 31, 1990 in 
conformity with generally accepted accounting principles. 

As discussed in the Notes to Consolidated Financial 
Statements, in 1990 the company recognized in the consolidated 
balance sheet its additional minimum pension liability, as re- 
quired by Statement of Financial Accounting Standards No. 87. 
In 1988, the company changed its method of accounting for 
income taxes, to conform with Statement of Financial 
Accounting Standards No. 96. 


Chicago, Illinois 
December 5, 1990 


MANAGEMENT’S DISCUSSION AND ANALYSIS 


Deere & Company’s consolidated financial statements result from 
adding together the company’s farm and industrial equipment 
businesses with its Financial Services businesses. The consolida- 
tion procedure is explained on pages 53 to 54 in the notes to the 
consolidated financial statements. The notes explain how the 
terms “Equipment Operations”, “Financial Services” and 
“Consolidated” are used in this report to help readers understand 
the data presented. These terms are used in Management's 
Discussion and Analysis for clarification or emphasis. 


RESULTS OF OPERATIONS FOR THE YEARS ENDED 


OCTOBER 31, 1990, 1989 AND 1988 (UNAUDITED) 


BUSINESS AND SEGMENT DESCRIPTION 

Deere & Company and its subsidiaries manufacture, distribute 
and finance a full range of agricultural equipment, a variety of 
lawn and grounds care products, and a broad range of industrial 
equipment for construction, forestry and public works. The com- 
pany also provides credit, insurance and health care products for 
businesses and the general public. The company’s operations are 
categorized into four business segments. 

The company’s worldwide farm equipment segment pro- 
duces a full range of agricultural equipment used in commercial 
farming-including tractors; tillage, soil preparation, planting and 
harvesting machinery; and crop handling equipment. In addi- 
tion to the more traditional and generally larger and more pow- 
erful agricultural equipment, the company’s farm equipment 
segment also distributes a number of lawn and grounds care and 
other outdoor power products, most of which it manufactures, 
for agricultural and other commercial uses and for residential 
uses-including smaller tractors for lawn, garden and utility pur- 
poses; riding mowers; golf course equipment; materials transport; 
and other outdoor power products. 

The company’s worldwide industrial equipment segment 
provides a broad range of machines used in earthmoving and 
forestry-including wheel and crawler tractors and attachments; 
crawler dozers and loaders; four-wheel-drive loaders; motor 
graders; excavators; and log skidders. 

The products produced by the farm and industrial equip- 
ment segments are marketed primarily through an independent 
retail dealer network. 

The company’s credit segment, which operates in the 
United States and Canada, purchases and finances retail notes 
(retail installment sales and loan contracts) from John Deere’s 
farm and industrial equipment sales branches in the United 
States and Canada. The notes are acquired by the sales branches 
through John Deere retail dealers and originate in connection 
with retail sales by dealers of new John Deere farm and industrial 
equipment and used equipment. The credit segment also pur- 
chases and finances retail notes unrelated to John Deere equip- 
ment, representing primarily recreational vehicle and recreation- 
al marine product notes acquired from independent dealers of 
that equipment (non-Deere retail notes). The credit subsidiaries 
also lease John Deere farm and industrial equipment to retail 
customers, finance and service unsecured revolving charge 
accounts acquired from merchants in the agricultural and lawn 
and grounds care retail markets, and provide wholesale financing 


for recreational vehicle and John Deere engine inventories held 
by dealers of those products. 

The company’s insurance and health care segment issues 
policies in the United States and Canada primarily for: (1) a gen- 
eral line of property and casualty insurance to dealers and to the 
general public; (2) group accident and health insurance for 
employees of participating John Deere dealers; (3) life and annu- 
ity products to the general public; (4) group life and group acci- 
dent and health insurance for employees of the company and (5) 
credit physical damage insurance and credit life insurance in con- 
nection with certain retail sales of John Deere products financed 
by the credit subsidiaries. This segment also provides health 
management programs and related administrative services in the 
United States to corporate customers and employees of Deere & 
Company. 


SUMMARY 
(In millions of dollars except per share amounts) 1990 1989 1988 
NET SALES AND REVENUES 
Net sales: 
Farm CquipMent ......sssssssssesseeseseee $5,431 $4,924 $4,203 
Industrial equipment... 1,348 1,310 1,162 
Total net Saless....:.f.esssssstesseieess 6,779 6,234 5,365 
Financial Services revenue’..........00+ 979 879 792 
Other revenue ..sscssccscessesssessesssseeseees 123 107 80 
Total net sales and revenues........ 7,881 $7,220 $6,237 
NGtincome $023: sccscessutete 41] 380 315* 
Net income per share- 
fully diluted -22-.:o-scetasccdeocssssoetbscooe $5.42 $5.06 $ 432% 


*Includes the benefit from a change in accounting for income taxes of $29 mil- 
lion or $.42 per share. 


NET SALES BY MAJOR MARKETS 1990 1989 1988 
United States Siiaxsnnatesstoneneaces $4,777 $4,332 $3,643 
Ganadayentscatasitse tees 448 481 429 
Europe, Africa and Middle East....... 1,158 1,074 1,030 
Central and South America.............. 149 159 134 
Asia-Pacific Region.....sssseesscssssssssseees 247 188 129 

Totals okesssieapaen tacts $6,779 6,234 $5,365 


Net sales of service parts and accessories, which are includ- 
ed in the above totals, amounted to $1,222 million in 1990, $1,174 
million in 1989 and $1,092 million in 1988. 


1990 COMPARED WITH 1989 (UNAUDITED) 


MARKET CONDITIONS 
North American agricultural economic conditions continued to 
be favorable in 1990. Generally good weather conditions existed 
in major crop producing areas, facilitating higher production this 
year. Livestock prices remained strong during 1990, but some 
crop prices declined in the latter part of the year. Total 1990 
United States farm cash receipts and net cash income are expect- 
ed to approach or exceed record levels. Additionally, land values 
and farm debt interest coverage improved again in 1990. North 
American crop exports and domestic utilization remained at rela- 
tively high levels, preventing any meaningful buildup of carryover 
stocks during the year. 

Total North American industry retail sales of agricultural 
equipment increased for the 1990 fiscal year compared with last 
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year. Retail sales of John Deere agricultural equipment also 
improved for the entire year. However, despite continuing favor- 
able agricultural fundamentals, agricultural equipment retail 
sales were lower in the fourth quarter of 1990 compared with last 
year’s final quarter. It is believed that this decline was due to 
uncertainty relating to general economic conditions and farm 
policies, federal budget negotiations and the Middle East crisis. 

As a result of slower economic growth in the United States 
and Canada and reduced consumer confidence and spending, 
retail sales of the company’s lawn and grounds care and other 
outdoor power products, which are also included in the farm 
equipment segment of the company’s business, were lower in 
1990, As with United States economic activity in general, the 
weakness in demand for these products was most pronounced in 
the Northeast and Middle Atlantic states. As these recessionary 
pressures became more intense and widespread in the latter part 
of the fiscal year, retail sales declined significantly from the com- 
parable period in 1989. 

Generally slower economic conditions along with higher 
mortgage rates and more restrictive credit requirements by lend- 
ing institutions resulted in lower housing starts compared with 
1989. Non-residential construction, particularly in the eastern 
United States and Canada, also declined in 1990. However, 1990 
industrial equipment demand benefited from increased public 
sector spending on highways and other infrastructure projects, 
while forestry production and related equipment demand contin- 
ued to benefit from higher lumber exports and pulpwood pro- 
duction. As a result, industry retail sales of industrial and 
construction equipment in North America were lower in 1990 
compared with last year’s relatively strong level. However, North 
American retail sales of John Deere construction and forestry 
equipment were somewhat higher in 1990 compared with the 
previous year. 

Outside the United States and Canada, retail sales of John 
Deere agricultural equipment were slightly higher than last year’s 
level, and demand for the company’s lawn and grounds care 
products increased again in 1990. Overseas retail sales of the 
company’s industrial equipment declined this year. 

The company’s credit operations experienced additional 
growth in 1990 as higher overall retail sales of John Deere equip- 
ment coupled with an increase in the proportion of John Deere 
retail note acquisitions in relation to retail sales resulted in an 
increase in acquisitions of John Deere equipment retail notes. 
Primarily because of more restrictive note acquisition criteria for 
certain customers and a general decline in retail demand for 
recreational marine products, acquisitions of non-Deere retail 
notes were lower in 1990 compared with the previous year. 
Insurance and health care premium volumes increased this year 
compared with 1989. 


OPERATING RESULTS 
Deere & Company’s total worldwide net sales and revenues, 
which include net sales of farm and industrial equipment and 
revenues from the company’s credit, insurance and health care 
operations, increased nine percent to $7,881 million in 1990 
compared with net sales and revenues of $7,220 million in 1989. 
Worldwide net sales to dealers of John Deere farm equip- 
ment increased 10 percent to $5,431 million in 1990 from last 
year’s volume of $4,924 million. Worldwide industrial equipment 


42 


net sales of $1,348 million increased three percent from $1,310 
million last year. The physical volume of the company’s world- 
wide sales to dealers increased approximately four percent in 
1990. Worldwide production tonnage of all John Deere products 
in 1990 was four percent higher than last year. 

Net sales to dealers of John Deere farm and industrial 
equipment in the United States and Canada increased nine per- 
cent to $5,225 million compared with $4,813 million in 1989. 
Net sales of equipment overseas totaled $1,554 million, an 
increase of nine percent compared with last year’s net sales of 
$1,421 million. 

Finance and interest income increased nine percent to 
$599 million in 1990 compared with $550 million last year, 
while insurance and health care premiums increased 12 percent 
to $384 million in the current year compared with $343 million 
in 1989. 

Worldwide net income in 1990 increased eight percent 
to $411 million or $5.42 per share compared with income of 
$380 million or $5.06 per share in 1989. The company’s world- 
wide farm and industrial equipment operations, which exclude 
income from the credit, insurance and health care operations, 
had net income of $284 million in 1990, up 14 percent from 
income of $248 million in 1989. The improved operating results 
this year are attributable to the company’s North American farm 
equipment operations, which includes both agricultural equip- 
ment and lawn and grounds care products, and resulted primari- 
ly from higher sales and production volumes and improved 
operating efficiency. These gains were partially offset by lower 
earnings of the industrial equipment and overseas businesses. 
The ratio of the company’s cost of goods sold to net sales was 80.1 
percent in 1990 compared with 80.8 percent last year. This 
improvement relates to the North American operations. North 
American production tonnage was seven percent higher in 1990 
than last year. Additionally, North American operating efficiency 
improved this year, and last year’s operations were affected by 
new product start-up expenses. However, the overseas operations’ 
1990 cost ratio increased over last year due to lower production, 
higher cost levels and a less favorable mix of sales. 

The Equipment Operations’ research and development 
expenses increased 13 percent in 1990 compared with 1989. 
These higher expense levels resulted mainly from the develop- 
ment of new farm and industrial equipment products. 
Additionally, changes in foreign currency values in relation to the 
United States dollar caused some of the increase. The 
Equipment Operations’ selling, administrative and general 
expenses increased 10 percent this year compared with 1989. 
Although North American expense levels increased moderately 
this year, overseas expenses were higher due to increased market- 
ing and advertising efforts, higher overall employment costs and, 
as previously mentioned, changes in foreign currency values. 

Net income of the company’s credit subsidiaries totaled 
$81 million in 1990 compared with net income of $76 million last 
year. Net income from insurance and health care operations was 
$41 million in 1990 compared with net income of $48 million last 
year. Additional information is presented in the discussion of 
“Credit Operations” and “Insurance and Health Care 
Operations” on pages 45 through 48. 

Equity in the net income of unconsolidated subsidiaries 
and affiliates—other was $5 million in 1990 compared with $8 
million last year. This decrease resulted primarily from lower 


earnings of the company’s affiliates in Mexico and the United 
States. Additional information is presented under “Affiliated 
Companies” on page 48. 

In December 1990, the Financial Accounting Standards 
Board (FASB) issued a statement pertaining to Employers’ 
Accounting for Postretirement Benefits Other Than Pensions. 
This statement, which requires the recognition of postretirement 
benefits such as health care and life insurance over employees’ 
years of service, must be adopted by fiscal year 1994. If this state- 
ment had been adopted in 1990, the company’s net income 
would have been affected unfavorably by a presently indeter- 
minable material amount. 


BUSINESS SEGMENT AND GEOGRAPHIC AREA RESULTS 

The following discussion of operating results by industry seg- 
ment and geographic area relates to information beginning on 
page 50. Operating profit is defined as income before interest 
expense, foreign exchange gains and losses, income taxes and 
certain corporate expenses, except for the operating profit of the 
credit segment, which includes the effect of interest expense. 

Operating profit of the worldwide farm equipment seg- 
ment increased significantly in 1990 to $578 million compared 
with $454 million in 1989, benefiting from higher North 
American farm equipment volume. Worldwide farm equipment 
sales to dealers increased 10 percent from 1989, and production 
was up four percent from the previous year’s level. 

Retail sales of John Deere agricultural equipment in North 
America remained strong in 1990. However, retail sales of lawn 
and grounds care products declined this year. North American 
farm equipment sales to dealers increased 11 percent over 1989, 
while production was up nine percent. Operating profit of the 
North American farm equipment division was up substantially 
compared with 1989. This year’s results benefited from increased 
agricultural equipment production and sales volumes and 
improved operating efficiency, offset to a certain extent by higher 
sales discounts and allowances. The operating contribution of 
the company’s lawn and grounds care equipment operations was 
considerably higher this year compared with 1989, Lawn and 
grounds care production and sales to dealers were significantly 
higher in 1990, while sales discounts and allowances were at a 
lower level this year. The lawn and grounds care results in 1989 
were affected by extremely low volumes of production and sales 
to dealers coupled with higher sales incentive costs, as dealers 
reduced their excess inventories, and by the effects of a four-week 
strike during October 1989 at the company’s factory in 
Wisconsin. 

Operating profit from the overseas farm equipment busi- 
ness was lower in 1990 compared with last year’s strong results, 
due to lower production and higher cost and expense levels. 
Overseas retail sales of John Deere farm equipment were some- 
what higher than last year. Overseas farm equipment sales to 
dealers increased 10 percent in 1990, while production was seven 
percent lower than last year. Excluding the effects of price 
increases and changes in currency relationships, the physical vol- 
ume of overseas sales was approximately one percent lower in 
1990 than in the previous year. 

Worldwide industrial equipment operating profit declined 
to $63 million in 1990 from $103 million in 1989, mainly as a 
result of higher sales incentive costs in 1990. North American 
retail sales of John Deere industrial equipment were somewhat 


higher than last year, while retail sales outside the United States 
and Canada were lower. Industrial equipment sales to dealers 
and production each increased three percent in 1990 compared 
with last year’s respective volumes. 

The combined operating profit of the credit, insurance 
and health care business segments declined slightly in 1990 to 
$175 million from $176 million in 1989. Additional information 
on these businesses is presented in the discussion of “Credit 
Operations” and “Insurance and Health Care Operations” on 
pages 45 through 48. 

On a geographic basis, United States and Canadian farm 
and industrial equipment operating profit was $552 million in 
1990 compared with $446 million last year. This increase resulted 
mainly from the previously-described improved performance of 
the North American farm equipment operations. Total United 
States and Canadian net sales to dealers increased nine percent 
over 1989, while production was seven percent higher than last 
year’s level. 

Overseas farm and industrial equipment operations pro- 
duced an operating profit of $89 million in 1990 compared with 
$111 million last year. This decline resulted mainly from lower 
production and higher cost and expense levels. Total overseas 
sales increased nine percent over 1989, while production 
declined seven percent in 1990. Excluding the effects of price 
increases and changes in currency relationships, the physical vol- 
ume of overseas sales was approximately one percent lower in 
1990 than in the previous year. 


OUTLOOK 

Although the economic fundamentals of North American agri- 
culture remain strong, uncertainties relating to the Middle East 
crisis, oil prices, general economic conditions and farm policies 
are expected to continue to affect farmers’ purchasing decisions 
into 1991. While remaining at a very good level, 1991 net farm 
cash income in North America is expected to be modestly lower 
than this year’s projected record level, and North American agri- 
cultural equipment industry retail sales could be somewhat lower 
than the 1990 volume. 

Residential construction and consumer durable goods 
expenditures in North America are expected to weaken further 
early in 1991 as a result of recessionary pressures in the general 
economy. Retail sales of John Deere industrial equipment and 
lawn and grounds care products are projected to be lower in 
1991, Retail demand for all John Deere product lines in overseas 
markets is also expected to decline in 1991. 

Lower than anticipated retail sales during the latter part of 
1990 resulted in a higher level of dealers’ equipment inventories 
than is desirable based upon current expectations for all of the 
company’s markets. Consequently, the company plans to reduce 
company and dealer equipment inventories in 1991 by producing 
well below the level of anticipated retail sales. Initial 1991 world- 
wide production schedules, in tons, have been set about 12 per- 
cent lower than the company’s actual 1990 output. It is currently 
expected that 1991 production will be lower in all equipment cat- 
egories next year, with the largest percentage reduction being in 
lawn and grounds care products. 

During the first quarter of 1991, several of the company’s 
factories will be shut down for one- to two-week periods. It is 
expected that this will result in a 20 percent decrease in produc- 
tion compared with last year’s first quarter. However, these 
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factory shutdowns should facilitate more efficient levels of opera- 
tion during the rest of the year. 

Strong price competition is also expected to affect 1991 
margins. As a result of these factors, operating income of the 
Equipment Operations is currently expected to decline signifi- 
cantly in 1991 compared with 1990. In the initial quarter of 1991, 
which is normally seasonally weak, the company expects the 
Equipment Operations to incur an operating loss. 


1989 COMPARED WITH 1988 (UNAUDITED) 
MARKET CONDITIONS 


Deere & Company's operating results for 1989 reflected a contin- 
uation of increased worldwide retail demand for agricultural 
equipment and a stable retail market for industrial equipment. 
The North American agricultural economy strengthened further 
in fiscal year 1989, building on the base that first became evident 
in 1987 and continued in 1988. The drought in 1988 resulted in 
significant drawdowns in carryover stocks of major agricultural 
commodities, causing commodity prices to increase in 1988. 
Because of these stock reductions, annual set-aside programs 
were reduced for 1989. Plantings of grains and oilseeds rose an 
estimated 17 million acres in 1989, and total production of these 
crops increased substantially over 1988 levels. As a result, United 
States gross farm cash receipts increased to a record level in 1989. 
Additionally, net farm cash income in 1989 was only slightly lower 
than the record income level in 1988, even though commodity 
prices declined in 1989. Additionally, land values and farm debt 
interest coverage continued to improve in 1989. Despite the 
increased crop production, exports and domestic demand were 
sufficiently strong to prevent any meaningful buildup of carry- 
over stocks during 1989. 

Total North American industry retail sales of agricultural 
equipment, particularly large tractors and combines, increased 
significantly for the 1989 fiscal year compared with 1988. Retail 
sales of John Deere agricultural equipment also increased signifi- 
cantly in 1989, and were particularly strong in the third and 
fourth quarters of the year. Retail sales during the fourth quarter 
of 1988 were depressed by extremely dry weather conditions. 
Retail sales of John Deere products in the early months of 1989 
were slower than in the same period in 1988 due to the combina- 
tion of a cold, wet spring in many areas, continuing dry condi- 
tions in others and limited availability of the company’s new 
tractors and combines that delayed some retail deliveries. Retail 
sales of the company’s lawn and grounds care and other outdoor 
power products were higher in 1989, although sales were also af- 
fected unfavorably early in the year by weather conditions. Retail 
sales of lawn and grounds care products increased significantly 
during July through October 1989 due to the return of more nor- 
mal moisture conditions to most areas of the United States. 

Industrial and construction equipment markets in 1989 
operated at the strong level that has existed since 1986. 
Residential markets showed some weakness in early 1989 as mort- 
gage rates peaked, but recovered in the last half of the fiscal year. 
Nonresidential and public construction experienced little change 
in 1989. Forestry production, especially wood pulp, continued to 
grow in 1989, aided by export shipments of lumber products to 
various countries, especially those located in the Pacific Rim. 
North American industry retail sales of industrial equipment in 
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1989 were slightly lower than the strong level in 1988. However, 
retail sales of John Deere construction and forestry equipment 
increased moderately in 1989 compared with 1988. Although 
higher interest rates reduced demand in 1989 for John Deere 
industrial equipment in the northeastern United States, overall 
demand continued to grow. 

Outside the United States and Canada, retail sales of John 
Deere agricultural equipment increased somewhat from the level 
in 1988. Overseas sales of the company’s lawn and grounds care 
products increased significantly in 1989, resulting from the 
expansion of the company’s marketing efforts in Europe. 
Overseas retail sales of the company’s industrial equipment 
increased in 1989, but remained at a relatively low level. 

Credit operations experienced strong growth in 1989 as 
acquisitions of non-Deere notes and revolving charge accounts 
increased significantly, and higher retail sales of John Deere 
equipment resulted in an increase in acquisitions of John Deere 
equipment retail notes. Insurance and health care operations 
showed moderate growth in 1989. Health care premium volume 
increased as these operations expanded into new markets, while 
insurance premium volume was somewhat lower in 1989. 


OPERATING RESULTS 

Deere & Company’s total worldwide net sales and revenues 
increased 16 percent to $7,220 million in 1989 compared with 
net sales and revenues of $6,237 million in 1988. 

Worldwide net sales to dealers of John Deere farm equip- 
ment increased 17 percent to $4,924 million in 1989 from a vol- 
ume of $4,203 million in 1988. Worldwide industrial equipment 
net sales of $1,310 million increased 13 percent from $1,162 mil- 
lion in 1988. The physical volume of the company’s worldwide 
sales to dealers increased approximately 13 percent in 1989. 
Worldwide production tonnage of all John Deere products in 
1989 was 13 percent higher than in 1988. 

Net sales to dealers of John Deere farm and industrial 
equipment in the United States and Canada increased 18 percent 
to $4,813 million compared with $4,072 million in 1988. Net 
sales of equipment overseas totaled $1,421 million, an increase of 
10 percent compared with net sales of $1,293 million in 1988. 

Finance and interest income increased 25 percent to $550 
million in 1989 compared with $442 million in 1988, while insur- 
ance and health care premiums decreased one percent to $343 
million in 1989 compared with $348 million in 1988. 

Worldwide net income in 1989 was $380 million or $5.06 
per share compared with $315 million or $4.32 per share in 1988. 
In 1988, net income benefited by $41 million from the utilization 
of tax-loss carryforwards, and by $29 million or $.42 per share 
from a one-time gain from the adoption of new accounting rules 
for income taxes recorded by the company’s credit and insurance 
subsidiaries. 

The company’s worldwide farm and industrial equipment 
operations, which excludes income from the credit, insurance 
and health care operations, had pretax income of $363 million in 
1989 compared with pretax income of $213 million in 1988. 
Operating results improved significantly in 1989 because of high- 
er worldwide sales and production volumes, combined with 
improved price realization. The ratio of the company’s cost of 
goods sold to net sales was 80.8 percent in 1989 compared with 
81.2 percent in 1988. The cost ratio in 1989 benefited from the 
effects of increased capacity utilization as production tonnage was 


13 percent higher in 1989. Also, the overseas operations experi- 
enced an improvement in operating efficiency in 1989. However, 
the company’s North American production costs were higher in 
1989 compared with 1988. Raw material and employment cost 
increases, higher production costs and new-product start-up costs 
partially offset the benefits of higher volumes. Additionally, the 
overall mix of products produced and sold in 1989 was less favor- 
able than in 1988. 

On an after-tax basis, worldwide net income of the compa- 
ny’s farm and industrial equipment operations increased to 
$248 million in 1989 from $180 million in 1988. After-tax 
results in 1988 benefited by the previously-mentioned tax-loss 
carryforwards. 

Net income of the company’s credit subsidiaries totaled 
$76 million in 1989. This compares with net income of $89 mil- 
lion in 1988, which included a $25 million gain from the change 
in accounting for income taxes. Net income from insurance and 
health care operations was $48 million in 1989 compared with 
net income of $41 million in 1988, which included a $4 million 
gain from the tax accounting change. Additional information 
is presented in the discussion of “Credit Operations” and 


“Insurance and Health Care Operations” on pages 45 through 48. 


Equity in the net income of other unconsolidated sub- 
sidiaries and affiliates was $8 million in 1989 compared with $5 
million in 1988. This increase resulted from improved operating 
results of the company’s affiliates in Mexico and Brazil. Addi- 
tional information is presented under “Affiliated Companies” 
on page 48. 


BUSINESS SEGMENT AND GEOGRAPHIC AREA RESULTS 

The following discussion of operating results by industry seg- 
ment and geographic area relates to information beginning on 
page 50. 

Operating profit of the worldwide farm equipment seg- 
ment increased significantly in 1989 to $454 million compared 
with $288 million in 1988, benefiting from substantially higher 
agricultural equipment volume. Worldwide farm equipment 
sales to dealers increased 17 percent from 1988, and production 
was up 18 percent from the level in 1988. 

Retail sales of John Deere agricultural equipment in North 
America increased significantly over 1988. Retail sales of lawn 
and grounds care products increased moderately in 1989. 

North American farm equipment sales to dealers increased 
20 percent over 1988, while production was up 18 percent. The 
benefits of increased agricultural equipment sales and produc- 
tion, and improved agricultural equipment price realization were 
partially offset by the previously-mentioned higher production 
costs. Additionally, operating profitability of the company’s lawn 
and grounds care operations declined significantly in 1989. This 
resulted mainly from extremely low volumes of production and 
sales to dealers coupled with higher sales incentive costs, as deal- 
ers reduced their excess inventories, and the effects of a four- 
week strike during October at the company’s factory in 
Wisconsin. The strike ended on October 30, 1989. 

Operating profit from the overseas farm equipment busi- 
ness increased significantly in 1989 compared with 1988, primari- 
ly due to higher volumes of production and sales to dealers 
combined with improved operating efficiencies. Overseas farm 
equipment sales increased 10 percent in 1989, while production 
was 20 percent higher than in 1988. Excluding the effects of 


price increases and foreign currency fluctuations, the physical 
volume of overseas sales was approximately 12 percent higher in 
1989 than in 1988. 

Worldwide industrial equipment operating profit increased 
to $103 million in 1989 from $98 million in 1988. North 
American retail sales of John Deere industrial equipment were 
moderately higher in 1989 than in 1988. Although industrial 
equipment sales to dealers increased 13 percent in 1989 and rev- 
enues from dealer rental activity increased significantly compared 
with 1988, production was five percent lower in 1989. 
Additionally, a less favorable mix of products produced and 
shipped affected industrial equipment operating results in 1989. 

The combined operating profit of the credit, insurance 
and health care business segments reflected improvement in 
1989, increasing to $176 million from $148 million in 1988. 
Additional information on these businesses is presented in the 
“Credit Operations” and “Insurance and Health Care 
Operations” discussions on pages 45 through 48. 

On a geographic basis, United States and Canadian farm 
and industrial equipment operating profit was $446 million in 
1989 compared with $325 million in 1988. This increase resulted 
mainly from the previously-described improved performance of 
the North American agricultural equipment operations. Total 
United States and Canadian net sales to dealers increased 18 per- 
cent over 1988, while production was 11 percent higher than the 
level in 1988. 

Overseas farm and industrial equipment operations pro- 
duced an operating profit of $111 million in 1989 compared with 
$61 million in 1988. This improvement resulted mainly from the 
previously-described increase in profitability of the overseas farm 
equipment operations. Total overseas sales increased 10 percent 
over 1988, while production increased 20 percent in 1989. 


CREDIT OPERATIONS 


Deere & Company’s credit subsidiaries consist of John Deere 
Credit Company and its subsidiaries in the United States and 
John Deere Finance Limited in Canada. John Deere Credit 
Company’s subsidiaries include John Deere Capital Corporation 
(Capital Corporation), John Deere Leasing Company and Farm 
Plan Corporation. Retail notes, financing leases, revolving 
charge accounts and wholesale notes receivable are collectively 
called “receivables”. Receivables and operating leases are collec- 
tively called “receivables and leases”. The credit operations bear 
all credit risk, net of recovery from withholdings from dealers, 
and perform all servicing and collection functions on retail notes 
and leases on John Deere products acquired by the credit sub- 
sidiaries from the Equipment Operations. The Equipment 
Operations receive compensation from the United States credit 
operations for originating retail notes on John Deere products at 
arate of 2.9 percent of the finance charge or less, depending on 
prevailing bank interest rate levels. The Equipment Operations 
are compensated in a similar manner for originating leases. The 
Equipment Operations are reimbursed by the credit operations 
for staff support and other administrative services at estimated 
cost, and for credit lines provided by Deere & Company to the 
credit operations based on utilization of the lines. 
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Condensed combined financial information of the credit 
subsidiaries in millions of dollars follows: 


October 31 
Financial Position 1990 1989 
Cash and cash equivalents ............seecen $ 98 $ 96 
Credit receivables and leases: 
Deere retail notes ...cssccssesssseesesseosesonees 2,672 2,369 
Non-Deere retail notes....ccsssssesesssenses 789 553 
Hiniahicing leasessctth ties c.ctuctrrietrssiseees 161 219 
Revolving charge accounts... 199 179 
Wholesale riotes iiaiccivavasnavccscrtests 81 45 
Equipment on operating leases............ 79 75 
Total credit receivables and leases... 3,981 3,440 
Less allowance for credit losses .........+++ 71 58 
Motal=nets siatartincca niga 3,910 3,382 
INGE PROPEL A. tsocssencnaratarecssaaestescrsirtees 7 6 
Otherassetseis st aanitouuvmi mca nilsints 55 55 
Lotalassetsrnace cine 4.070 3,539 
Short-term DOrrOWINGS....eeeccssssseeeeen $2,042 $1,609 
Payables to Deere & Company.....ssssssssseees 56 117 
Deposits withheld from dealers and 
MerChamtS: avorveccesa saver a nee 107 98 
Other liabilities 128 125 
Long-term borrowing... 982 852 
Stockholder’s equity. esc cecscssisieadessosertee 755 738 
Total liabilities and stockholder’s 
EUitieaiaiaasnnaietamenumeniets $4,070 $3,539 
Year Ended October 31 
Summary of Operations 1990 1989 1988 
Finance and interest inCOME..........ceeee $511 $462 $386 
Expenses: 
INCeneSEG re icas ern ernie eee 247 236 180 
Selling, administrative and general........... 74 56 43 
Provision for credit ]OSS€S ......sessecseessesseessers 50 27 26 
IMSULAN COM sc. casnsch eee eure 6 12 20 
IDE PREGIAHOMR ss snnetescemsiaieyetivecstercsnnttt sole 15 2G 
Dba We peta ne coer Re ER ae 391 346 286 
Income before provision for 
ITICOMEVTAKES sc cestssntevesus cs esetersrsehsiiasoresctens 120 116 100 
Provision for income taxes 39 _ 40 36 
Income before change in accounting....... 81 76 64 
Change in accounting for income taxes... 25 
Neétincome.siis.antee ena: $ 81 $ 76 $ 89 


During 1990, the volume of net retail notes acquired by the 


credit subsidiaries totaled $2,601 million, a 25 percent increase 
compared with acquisitions of $2,087 million last year. The 
increase in retail note acquisitions in 1990 was due mainly to the 
increase in retail sales of John Deere agricultural and industrial 
equipment and an increase in the proportion of John Deere retail 
note acquisitions to retail sales in 1990. Retail note acquisitions 
related to lawn and grounds care equipment retail sales were also 
higher in 1990 compared with last year. Retail note acquisitions 
from the Equipment Operations continued to represent a signifi- 
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cant proportion of total North American retail sales of John 
Deere equipment. 

Total retail note acquisitions included $401 million in 1990 
and $415 million in 1989 of non-Deere retail notes, representing 
primarily retail recreational vehicle and recreational marine 
product notes acquired from independent dealers of several 
unrelated manufacturers. The decline this year in non-Deere 
note acquisitions reflected more restrictive note acquisition crite- 
ria for certain customers and a general decline in retail demand 
for recreational marine products. During 1990, $579 million of 
proceeds were received from the sale of Deere retail notes to 
other financial institutions by the Capital Corporation compared 
with sales of $282 million in 1989 and none in 1988. The net 
unpaid balance of retail notes sold was $521 million at October 
31, 1990 compared with $266 million at October 31, 1989. 
Financing lease liquidations during 1990 exceeded acquisitions, 
as the high lease acceptances of several years ago continued to 
mature. The average balance of total net credit receivables and 
leases held was 11 percent higher in 1990 compared with last 
year. 

During recent years, mainly to stimulate retail sales, the 
company frequently has offered programs that waive the finance 
charges for specified periods and in some cases has offered pro- 
grams that reduce the finance charges for the lives of the receiy- 
ables. The credit subsidiaries receive compensation from the 
Equipment Operations approximately equal to the normal net 
finance income on retail notes for periods during which finance 
charges are waived or reduced. 

Net income of the credit operations was $81 million in 
1990 compared with $76 million in 1989, and $89 million in 
1988, which included a $25 million gain from the change in 
accounting for income taxes. The ratio of earnings before fixed 
charges to fixed charges, which excludes the tax accounting 
change in 1988, was 1.48 to 1 in 1990, 1.49 to 1 in 1989 and 1.55 
to 1 in 1988. 

The higher net income in 1990 compared with 1989 result- 
ed mainly from higher margins earned on a larger average vol- 
ume of total net receivables and leases financed, increased gains 
on sales of retail notes to other financial institutions, lower insur- 
ance expense incurred on financed equipment and a lower effec- 
tive income tax rate. Finance and interest income increased 11 
percent in 1990 compared with 1989. Partially offsetting these 
improvements was a significant increase in the provision for cred- 
it losses and higher administrative and operating expenses in 
1990, The increase in the provision for credit losses was primarily 
due to the continued growth of the retail note portfolio and sig- 
nificantly higher write-offs of uncollectible non-Deere retail 
notes. Write-offs of non-Deere notes totaled $24 million in 1990 
compared with $9 million last year. This increase resulted from 
the growth in the non-Deere portfolio and the relative immaturi- 
ty of this portfolio in 1989. Selling, administrative and general 
expenses were higher in 1990 mainly due to the larger portfolio 
financed, increased costs incurred in the development and 
administration of the non-Deere portfolio financing programs, 
and refinements relating to the deferral of receivable acquisition 
costs. The lower effective income tax rate in 1990 resulted from a 
benefit of $4 million relating to the utilization of Canadian tax- 
loss carryforwards by John Deere Finance Limited. 


The increase in net income in 1989 compared with 1988, 
excluding the accounting change for income taxes, resulted pri- 


marily from a higher average volume of total net receivables and. 


leases financed and lower physical damage insurance expense on 
financed equipment. However, margins earned on the receivable 
and lease portfolio were slightly lower in 1989 compared with 
1988, as a result of higher average short-term borrowing rates in 
1989. Additionally, selling, administrative and general expenses 
were higher in 1989 mainly due to higher expenses incurred in 
the development and administration of the non-Deere financing 
programs, which experienced significant growth during 1989. 

The total face value of retail note installments and lease 
payments 60 days or more past-due was $19 million at October 
31, 1990, down seven percent compared with $21 million at 
October 31, 1989. These past-due installments represented .39 
percent of the unpaid face value of retail notes and leases held at 
October 31, 1990 and .48 percent at October 31, 1989. The 
decline in past-due installments has resulted mainly from 
improved conditions in the agricultural economy. The credit 
subsidiaries’ allowance for credit losses on all receivables and leas- 
es financed totaled $71 million at October 31, 1990 compared 
with $58 million at October 31, 1989. Asa percent of the unpaid 
balance of total net receivables and leases financed, the allowance 
for credit losses represented 1.79 percent and 1.67 percent at 
October 31, 1990 and 1989, respectively. Deposits withheld from 
dealers and merchants, which amounted to $107 million at 
October 31, 1990, also provide for potential non-collectibility. 

Deere & Company has expressed an intention of conduct- 
ing business with the Capital Corporation on such terms that its 
ratio of earnings before fixed charges to fixed charges will not be 
less than 1.05 to 1 for each fiscal quarter. Earnings before fixed 
charges consist of net income to which have been added taxes on 
income and fixed charges. Fixed charges consist of interest on 
indebtedness, amortization of debt discount and expense, an esti- 
mated amount of rental expense under capitalized leases which is 
deemed to be representative of the interest factor, and rental 
expense under operating leases. During 1990, 1989 and 1988, 
the ratio of the Capital Corporation was greater than 1.05 to 1. 
These arrangements are not intended to make Deere & 
Company responsible for the payment of obligations of this cred- 
it subsidiary. 


INSURANCE AND HEALTH CARE OPERATIONS 


Deere & Company's insurance subsidiaries consist of John Deere 
Insurance Group, Inc. and its subsidiaries in the United States 
and John Deere Insurance Company of Canada. John Deere 
Health Care, Inc., through its health care management sub- 
sidiary, Heritage National Healthplan, currently provides health 
programs and administrative services for companies located in 
Illinois, lowa, Wisconsin, and Tennessee. At October 31, 1990, 
177,000 individuals were enrolled in these programs, of which 
approximately 67,000 were Deere & Company employees or their 
dependents. 


Condensed combined financial information of the insur- 
ance and health care operations in millions of dollars follows: 


October 31 
Financial Position 1990 1989 
Gash ice 8 ae nee en ses oe Sarees $ 62 $ 51 
Marketable securities carried at cost......... 801 725 
@hewasseiszs. asec esitheccaaeee aaa 147 122 
TOtaliassetSunseicssadinat $1,010 $898 
Claims and reserves... $ 443 $393 
Unearned premiums 114 108 
Otherpliabilities: ;cinq eee tonne 105 75 
SLOCKHOMMEr’SEQUILY sci. scresccnpesesosecsestrondvonce 348 322 
Total liabilities and stockholder’s 
EQUI eSianaieesan ote aters $1,010 $898 
Year Ended October 31 
Summary of Operations 1990 1989 1988 
PREMUWINS 2s ee $505 $454 $499 
Investment INCOME....ssccsseessssseessseesssesseeseees 87 76 65 
LOtalsrevenUlesNiancitcinessseriasteaaes 592 530 494 
Expenses: 
Glatims and benefits: ccsischestsesastcscresttiestess 439 385 364 
Selling, administrative and general........... 98 85 82 
Notions puteunantar tina aaa 537 470 446 
Income before provision for income 
TAKES SS Uur tect eie asia enti 55 60 48 
Provision for INCOME taX€S .......secseseereesees 14 12 1] 
Income before change in accounting....... 4] 48 37 
Change in accounting for income taxes... 4 
INetincome iia sun hone eee $ 41 $ 48 $ 41 


Insurance premium revenue of $31 million in 1990, $29 
million in 1989 and $34 million in 1988 and health care premi- 
um revenue of $90 million in 1990, $82 million in 1989 and $47 
million in 1988 related to coverages provided to Deere & 
Company and its subsidiaries. 

Net income from insurance and health care operations 
totaled $41 million in 1990 compared with $48 million in 1989, 
and $41 million in 1988, which included a $4 million gain from 
the change in accounting for income taxes. Included in the 
above net income, health care operations had net income of $4.1 
million in 1990, $1.6 million in 1989 and $.2 million in 1988. 

The decrease in 1990 net income compared with last year 
resulted from a decline in insurance underwriting income (pre- 
mium income less claims and benefits incurred and operating 
expenses) and a higher effective income tax rate, partially offset 
by increased investment income and improved health care mar- 
gins. The lower underwriting income included the effects of an 
unusually high number of large property/casualty claims. 
Insurance and health care premiums increased 11 percent in 
1990 to $505 million compared with $454 million last year, which 
included an increase in health care premiums of 12 percent from 
$191 million in 1989 to $214 million in 1990. Total insurance 
and health care claims and policy benefits increased 14 percent 
to $439 million in 1990 from $385 million last year. 

The increase in 1989 net income over 1988, excluding the 
accounting change from the 1988 income, resulted mainly from 
increased investment income, a lower effective income tax rate 
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and improved health care margins, partially offset by moderately 
lower insurance underwriting income. Insurance and health 
care premiums increased six percent in 1989 to $454 million 
compared with $429 million in 1988, which included an increase 
of 39 percent in health care premiums from $137 million in 1988 
to $191 million in 1989. Insurance premium revenues declined 
10 percent in 1989 primarily because of lower premiums earned 
on universal life insurance policies. Total insurance and health 
care claims and policy benefits increased six percent to $385 mil- 
lion in 1989 from $364 million in 1988. 


AFFILIATED COMPANIES 


Affiliated companies are those companies in which Deere & 
Company has 20 to 50 percent ownership. The affiliated compa- 
nies are accounted for by the equity method and consisted pri- 
marily of affiliates in Brazil and Mexico, and, since July 1, 1988, a 
United States joint venture with Hitachi Construction Machinery 
Company of Japan. Deere & Company’s equity in the income of 
these affiliates is included in the consolidated income statement 
under “Equity in Income of Unconsolidated Subsidiaries and 
Affiliates—Other”. 

Condensed combined financial information of the affiliat- 
ed companies in millions of dollars follows: 


October 31 

Financial Position 1990 1989 
Receivables from Deere & Company........ $ 29 $ 13 
Other GULENC ASSETS) :c.cccscs-cccasuteseavcessnennseens 315 281 
Property and equipment-Net......ccccssseen 74 63 
Oe ASSETS. hstcssceesscysazesscesterettessesereetaeaee 19 _ 16 

MOtaleassetsieipiy.cen ease 437 373 
Gutrentiliabilities::.<cisusaansancioaninse 151 135 
Long-term DOrroWINgS .....sssseessssescesseccessesee 33 34 
Otherliahilities sew tutwostiectuteuaceres 2 vod 

Totaleliabilitesti stein. sctestiovassonteacsn tte 18 170 
NGHASSE TS ietit sci Aatecnasst ciate te ientaes $251 $203 
Deere & Company’s share of ae ee 

the MEPASSets®. cntiunnerwdscnerrehes 84 $ 71 

Year Ended October 31 

Summary of Operations 1990 1989 1988 
Net sales and other income ..........+ $537 $553 $337 
Cost of g00dS SOId.....sssssssssessseesesssseees 486 490) 265 
Operating, administrative and 

OtErEXPEMSESNEL...ctesreovevescsaseecs 40 46 65 
ING(nlcornle en. d detentantatna ganctentns $ 11 $ 17 § 7 
Deere & Company’s equity LAE hd. Pek 


FG 
or 
F 
oe) 
tft 
Or 


TIDAL EMMCOMIC i vssssvasivoctorsscesvesesestacs 


The lower income in 1990 attributable to Deere & Com- 
pany’s equity positions was primarily due to a decline in earnings 
of the company’s affiliates in Mexico and the United States. The 
higher income in 1989 was due mainly to improved operating 
results of the company’s affiliates in Mexico and Brazil. 


CAPITAL RESOURCES AND LIQUIDITY (UNAUDITED) 


The discussion of capital resources and liquidity focuses on the 
balance sheet and statement of cash flows. The nature of the 
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company’s Equipment Operations and Financial Services busi- 
nesses are so different that most of the asset, liability and cash 
flow categories do not lend themselves to simple combination. 
Additionally, the fundamental differences between these business- 
es are reflected in different financial measurements commonly 
used by investors, rating agencies and financial analysts. In recog- 
nition of these differences and to provide clarity with respect to 
the analyses of the capital resources and liquidity of these different 
businesses, the following discussion has been organized to discuss 
separately, where appropriate, the company’s farm and industrial 
equipment operations (Equipment Operations), Financial 
Services operations and the consolidated totals. 


EQUIPMENT OPERATIONS 
The company’s farm and industrial equipment businesses are 
capital intensive and are subject to large seasonal variations in 
financing requirements for receivables from dealers and invento- 
ries. Accordingly, to the extent necessary, funds provided from 
operations are supplemented from external sources. Borrowings 
in the commercial paper markets in the United States, Canada 
and Europe, bank borrowings and long-term debt financings 
have been the company’s primary sources of these external funds. 
Cash flows from operating activities were lower in 1990 
compared with 1989, mainly as a result of a large increase in deal- 
er receivables. Cash flows from operating activities, which 
includes dividends of $80 million received from the Financial 
Services subsidiaries, totaled $236 million in 1990. Total pro- 
ceeds from additional borrowings were $126 million during 1990, 
while receivables from Financial Services declined $64 million. 
The aggregate amount of these cash flows were used primarily to 
fund expenditures for property and equipment of $288 million 
and the payment of dividends to stockholders of $140 million. 
Over the last three years, operating activities have provided 
an aggregate of $738 million in cash, which includes dividends of 
$225 million received from the Financial Services subsidiaries. 
Total additional borrowings have provided $382 million during 
this three-year period. The aggregate amount of these cash flows 
were used mainly to fund expenditures for property and equip- 
ment of $640 million and stockholders’ dividends of $263 mil- 
lion. Cash and cash equivalents totaled $26 million at October 
31, 1990, a decrease of $31 million during 1990. Net cash 
increased $8 million in 1989 and declined $67 million in 1988. 
Net dealer accounts and notes receivable increased during 
1990 to $3,100 million at October 31, and were $2,587 million, 
$2,283 million and $2,084 million at October 31, 1989, 1988 and 
1987, respectively. These receivables result mainly from sales to 
dealers of equipment that is being carried in their inventories. 
North American agricultural equipment dealer receivables, 
which exclude lawn and grounds care product receivables, 
increased $396 million during 1990, while lawn and grounds care 
receivables increased by $41 million during the year. North 
American industrial equipment dealer receivables increased by 
$18 million during the 1990 fiscal year. Total overseas dealer 
receivables were $65 million higher than one year ago. The 
ratios of worldwide net dealer accounts and notes receivable at 
October 31 to fiscal year net sales were 46 percent in 1990, 41 
percent in 1989, 43 percent in 1988 and 50 percent in 1987. The 
increase in receivables and the higher ratio at the end of 1990 
compared with the previous year resulted mainly from lower than 


anticipated retail sales of the company’s products during the lat- 
ter part of the year. 

The collection period for receivables from dealers averages 
less than 12 months. The percentage of receivables outstanding 
for a period exceeding 12 months was 10 percent at October 31, 
1990 compared with 9 percent at both October 31, 1989 and 
1988. 

Inventories of raw materials, work-in-process and finished 
goods were $678 million, $711 million, $708 million and $465 
million at October 31, 1990, 1989, 1988 and 1987, respectively. 
Inventories increased in 1988 compared with 1987 mainly as a 
result of higher production levels. 

Net property and equipment totaled $1,134 million at 
October 31, 1990 compared with $982 million at the end of 1989. 
Capital expenditures were $288 million in 1990 compared with 
$182 million in 1989 and $175 million in 1988. It is currently 
estimated that capital expenditures for 1991 will be approximate- 
ly $300 million. As in recent years, the 1991 expenditures will be 
primarily associated with new product and operations improve- 
ment programs. 

Intangible assets increased $171 million in 1990 compared 
with 1989 as a result of recording an intangible pension asset in 
conformity with FASB Statement No. 87. Additional information 
is presented under “Pensions and Other Retirement Benefits” on 
page 54. 

Total interest-bearing debt of the Equipment Operations 
was $1,654 million at the end of 1990 compared with $1,463 mil- 
lion, $1,281 million and $1,407 million at the end of 1989, 1988 
and 1987, respectively. The ratio of total debt to total capital 
(total interest-bearing debt and stockholders’ equity) at the end 
of 1990, 1989, 1988 and 1987 was 35.5 percent, 34.5 percent, 34.3 
percent and 42.3 percent, respectively. The higher total borrow- 
ing level at the end of 1990 compared with 1989 was due primari- 
ly to the increase in dealer receivables during the year. 

Short-term borrowings, which include commercial paper, 
bank borrowings and long-term borrowings due within one year, 
were $850 million at October 31, 1990 compared with $639 mil- 
lion a year earlier, and were $477 million at October 31, 1988 and 
$355 million at October 31, 1987. The average short-term bor- 
rowings and the weighted average interest rate incurred thereon 
during 1990, excluding the current portion of long-term borrow- 
ings, were $937 million and 10.2 percent, respectively, compared 
with $960 million and 9.9 percent, respectively, in 1989. During 
1988, average short-term borrowings were $746 million with an 
average interest rate of 7.8 percent. 

Long-term borrowings totaled $804 million at October 31, 
1990 compared with $824 million one year earlier. Long-term 
borrowings were $805 million at October 31, 1988 and $1,052 
million at October 31, 1987. In 1990, Deere & Company issued 
$100 million of 8.60% notes due in 1992 and $75 million of medi- 
um-term notes. Additional information on these borrowings is 
included in the “Long-Term Borrowings” note on pages 60 
through 61. 


FINANCIAL SERVICES 

The Financial Services credit subsidiaries’ primary sources of 
funds to finance their portfolios of retail notes, leases, and other 
receivables are a combination of commercial paper, bank borrow- 
ings, long- and intermediate-term indebtedness, short-term bor- 
rowings from the Equipment Operations and equity capital. 


Additionally, the Capital Corporation has sold substantial 
amounts of retail notes to other financial institutions. The insur- 
ance and health care operations generate their funds through 
internal operations and have no external borrowings. 

Cash flows from the company’s Financial Services operat- 
ing activities were $241 million in 1990. Net cash used for invest- 
ing activities totaled $649 million in 1990, resulting mainly from 
an increase in credit receivables. The cost of credit receivables 
acquired exceeded collections of credit receivables by $1,158 mil- 
lion in 1990. This cash outflow was reduced by proceeds of $604 
million from the sale of credit receivables to others. Cash provid- 
ed by financing activities totaled $421 million in 1990, resulting 
from a net increase in outside borrowings of $564 million, offset 
by a $63 million decrease in payables to the Equipment Operat- 
tions and $80 million of dividends paid to the Equipment Op- 
erations. The aggregate cash provided by operating and financ- 
ing activities was used to finance the net increase in credit receiv- 
ables and leases during 1990. Within the Financial Services 
operations, the positive cash flows from insurance and health 
care operations were primarily invested in marketable securities. 

Over the past three years, the Financial Services operating 
activities have provided $654 million in cash, total proceeds from 
additional borrowings were $777 million and payables to the 
Equipment Operations have increased by $98 million. These 
amounts along with a decrease in cash of $96 million have been 
used mainly to fund an increase of $1,143 million in the credit 
receivable and lease portfolios, an increase of $256 million in 
marketable securities and $225 million of dividends to the 
Equipment Operations. The cash and cash equivalents of the 
Financial Services operations totaled $160 million at October 31, 
1990, an increase of $13 million in 1990. Net cash usage totaled 
$70 million and $38 million in 1989 and 1988, respectively. 

Marketable securities carried at cost consist primarily of 
debt securities held by the insurance and health care operations 
in support of their obligations to policyholders. These invest- 
ments totaled $801 million at October 31, 1990 compared with 
$725 million at the end of 1989. The increase in 1990 resulted 
primarily from the continuing growth in the insurance and 
health care operations. 

Net credit receivables increased in 1990 to $3,831 million 
at October 31, 1990 and were $3,307 million, $2,975 million and 
$2,737 million at October 31, 1989, 1988 and 1987, respectively. 
These receivables consist of retail notes originating in connection 
with retail sales by dealers of John Deere products, retail notes 
from non-Deere-related customers, financing leases, revolving 
charge accounts and wholesale notes receivable. The discussion 
of “Credit Operations” on pages 45 through 47 and page 58 of 
the notes to the consolidated financial statements provide 
detailed information on these receivables. 

Equipment on operating leases totaled $79 million at 
October 31, 1990 compared with $75 million at October 31, 
1989. These leases consist primarily of John Deere agricultural 
and industrial equipment leased to retail customers in the United 
States and Canada. 

Total interest-bearing debt of the Financial Services opera- 
tions was $3,024 million at the end of 1990 compared with $2,461 
million, $2,310 million and $2,226 million at the end of 1989, 
1988 and 1987, respectively. Strong capital positions for both the 
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insurance and credit operations continued during 1990. The 
credit operations finished the year with a ratio of total interest- 
bearing debt to total stockholder's equity of 4.0 to 1 at the end of 
1990 compared with 3.3 to | at the end of 1989. 

Short-term borrowings of the Financial Services operations, 
which include commercial paper, bank borrowings and long- 
term borrowings due within one year, were $2,042 million at 
October 31, 1990 compared with $1,609 million a year earlier, 
and were $1,720 million at October 31, 1988 and $1,628 million 
at October 31, 1987. The average short-term borrowings of the 
Financial Services operations and the weighted average interest 
rate incurred thereon during 1990, excluding the current por- 
tion of long-term borrowings, were $1,809 million and 8.9 per- 
cent, respectively, compared with $1,631 million and 9.6 percent, 
respectively, in 1989. During 1988, average short-term borrow- 
ings were $1,455 million with an average interest rate of 7.8 
percent. 

Long-term borrowings of the Financial Services operations 
totaled $982 million at October 31, 1990 compared with $852 
million one year earlier. Long-term borrowings were $590 mil- 
lion at October 31, 1988 and $598 million at October 31, 1987. 
In 1990, the Capital Corporation issued $125 million of 9% notes 
due in 1993 and $192 million of medium-term notes. In April 
1990, the 10.82% notes due in November 1990 totaling $150 mil- 
lion were redeemed at the principal amount. Additional infor- 
mation on these borrowings and related interest rate and 
currency swaps is included in the “Long-Term Borrowings” note 
on pages 60 through 61. 

In common with other large finance and credit companies, 
the credit subsidiaries actively manage the relationship of the 
types and amounts of their funding sources to their receivable 
portfolios in an effort to diminish risk due to interest rate and 
currency fluctuations, while responding to favorable competitive 
and financing opportunities. Accordingly, from time to time, the 
credit subsidiaries enter into interest rate and currency exchange 
agreements and similar financial transactions intended to hedge 
the subsidiaries’ risk or to take advantage of arbitrage opportuni- 
ties arising from interest rate and currency fluctuations. Certain 
risks are inherent in such transactions. 

The Capital Corporation has two agreements with other 
financial institutions providing the Capital Corporation with the 
right to sell retail notes from time to time over the next two years, 
provided the net unpaid value of all retail notes sold does not 
exceed $750 million. The Capital Corporation sold retail notes 
under such agreements, and under a similar facility, receiving 
proceeds of $579 million and $282 million in 1990 and 1989, 
respectively. The Capital Corporation did not sell any retail notes 
in 1988. At October 31, 1990 and 1989, the net unpaid value of 
all retail notes previously sold by the Capital Corporation was 
$521 million and $266 million, respectively. At October 31, 1990, 
the Capital Corporation had the right under these agreements to 
sell additional retail notes having a net unpaid value of approxi- 
mately $425 million. Additional sales of retail notes may be made 
in the future. 


CONSOLIDATED 

Deere & Company maintains unsecured lines of credit with vari- 
ous banks in North America and overseas. Some of the lines are 
maintained jointly by the company and its wholly-owned credit 
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subsidiaries. Worldwide lines of credit totaled $3,421 million at 
October 31, 1990, $723 million of which were unused. For the 
purpose of computing unused credit lines, the aggregate of com- 
mercial paper, bank borrowings and other notes payable out- 
standing of the company were considered to constitute 
utilization. Included in the total credit lines are three long-term 
credit agreement commitments totaling $3,186 million. 

In June 1990, Deere & Company and Capital Corporation 
initiated separate medium-term note programs. The programs 
provide for potential borrowings of up to $250 million and $400 
million, respectively, through the sale, from time to time, of medi- 
um-term notes maturing in nine months to 30 years. Proceeds 
are expected to be used for working capital and for other general 
corporate purposes. At October 31,1990, both Deere & Company 
and John Deere Capital Corporation have issued medium-term 
notes under these programs. 

Stockholders’ equity was $3,008 million at October 31, 
1990 compared with $2,780 million, $2,456 million and $1,920 
million at October 31, 1989, 1988 and 1987, respectively. The 
increase in 1990 resulted from net income of $411 million, an 
increase of $31 million in common stock and a change of $36 
million in the cumulative translation adjustment. These incre- 
ments were partially offset by $152 million of dividends declared, 
an $88 million minimum pension liability adjustment described 
under “Pension and Other Retirement Benefits” on page 54, an 
$8 million increase in treasury stock and a $2 million change in 
unamortized restricted stock grants, the balance of which is car- 
ried as a reduction of stockholders’ equity. 


INDUSTRY SEGMENT 
AND GEOGRAPHIC AREA DATA FOR THE YEARS 
ENDED OCTOBER 31, 1990, 1989 AND 1988 


Because of integrated manufacturing operations and common 
administrative and marketing support, a substantial number of 
allocations must be made to determine industry segment and 
geographic area data. Intersegment sales and revenues represent 
sales of components, insurance and health care premiums, and 
finance charges. Interarea sales represent sales of complete 
machines, service parts and components to units in other geo- 
graphic areas. Intersegment sales and revenues are generally 
priced at market, and interarea sales are generally priced at cost 
plus a share of total operating profit. Overseas operations are 
defined to include all activities of divisions, subsidiaries and affili- 
ated companies conducted outside the United States and 
Canada. 


Information relating to operations by industry segment in 
millions of dollars follows. Comments relating to this data are 
included in Management’s Discussion and Analysis. 


Industry Segments 1990 1989 1988 
Net sales and revenues 
Unaffiliated customers: 
Farm equipment net sales............ $5,431 $4,924 $4,203 
Industrial equipment net sales... 1,348 1,310 1,162 
Gredit TEVENUES /.....cssscecessesessseeerses 510 460 383 
Insurance and health care 
revenues 470 419 409 


Rotalstectesses : 7,759 © 7,113 6,157 
Intersegment: 
Farm equipment net sales............ 117 120 125 
Industrial equipment net sales... 57 47 37 
Credit revenue .......sccresssecsssessenseee 1 2 g} 
Insurance and health care 
revenues 124 lll 85 
Motal Astin iene 299 280 250 
Unaffiliated customers and intersegment: 
Farm equipment net sales............ 5,548 5,044 4,328 
Industrial equipment net sales... 1,405 1,357 1,199 
Credit. VevENUes's.,.ccs:tecrisscscrecsseseyse 511 462 386 
Insurance and health care 
TEVENTIUIESS sizszatanvotssscsctshessaveyserses 594 530, 494 
Elimination of intersegment........ (299) (280) (250) 
Motaliex deter tanciccrerettacs tant 75159. 7,113 «: 65157 
Other FeVENUES \....ccccsesseessssscsessesscasees 122 107 80 
Consolidated net sales and 
TEVENUES eee cineea htt $7,881 — $7,220 $6,237 
Operating profit 
FART EQUIP MEN... cssopqjsersenpiyecdovstes $ 578 $ 454 $ 288 
Industrial equipment cs 63 103 98 
Gredittimesscoaictieaandioneney 120 116 100 
Insurance and health care*..........0 55 60 48 
Total operating profit... 816 733 534 
Other income and (expense) 
Interest iNCOME=NET ....esecseesenneeseess 9 15 10 
Interest EXPNSC—NEC ......sssssssseeseeseeee (188) (172). (158) 
Foreign exchange gain (loss) ........... (10) (1) 1 
Corporate expenses-net ath (34) (28) (22) 
AM COMME CAKES esctesecs ses toseheaqceodonteoteres (182) (167) (79) 
Change in accounting for 
TTICOMME, TAKES -ccsscsacsstecsececnsscornseaess 29 
MNOtAle eastcisenccsoia mest sttsaeiasets 405) 353) 219) 
Ne€incomes irfacatatievscstscacstosortere 411 380 315 


*Operating profit of the credit business segment includes the effect of interest 
expense, which is the largest element of its operating costs. Operating profit 
of the insurance and health care business segment includes investment 
income. 


Identifiable assets 

BALMVEQUIPUNEME, sstecrersseccsseerceteersstet $ 4,225 $3,498 $3,203 

Industrial equipMENL .......c eee 1,287 1,133 915 

Grediteee te watianenaees eis 4,059 3,532 3,267 

Insurance and health care... 1,008 896 802 

GOLPOrAtes i FeisSeccatsapsclossstecvivasyedeecetovss 85 86 77 
Mo taltete ati osccrs ten tafe $10,664 $9,145 $8,264 


Industry Segments 1990 1989 
Capital additions 
FBarmnequipMent 3.ssccciccesnssssscnaeeeess $241 $166 
Industrial equipment 48 39 
PEGG. eect cosas 2 3 
Insurance and health care 2 2 
HOtalaccesete eee ee $293 $210 
Depreciation expense 
Farm CQuIPMENt....ocicsssscoesiveveeesseoestes $144 $139 
Industrial equipment....... 28 27 
Credit saporie eteashs 2 l 
Insurance and health care........ 2 2 
Corporate 1 1 
SROtAL Ee tire tec eee A nerniieG $177 $170 


The company views and has historically disclosed its opera- 
tions as consisting of two geographic areas, the United States and 
Canada, and overseas, shown below. The percentages shown in 
the captions for net sales and revenues, operating profit and 
identifiable assets indicate the approximate proportion of each 
amount that relates to either the United States only or the 


company’s Europe, Africa and Middle East division, the only over- 


seas area deemed to be significant for disclosure purposes. The 
percentages are based upon a three-year average for 1990, 1989 


and 1988. 


Geographic Areas 


Net sales and revenues 
Unaffiliated customers: 
United States and Canada: 
Farm and industrial equipment 
Net Sales (90%) we.sssssssssesrssseesees 
Financial Services 
TEVENUES, (9396) sscsssssescersensiosesss 


Interarea: 
United States and Canada farm and 
industrial equipment net sales... 
Overseas net Sale .........scsessssesesecseees 


Unaffiliated customers and interarea: 
United States and Canada: 
Farm and industrial equipment 
MEL SALES Hesctcctasssttleostsrreteneentee’ 
Financial Services revenues ........ 


Consolidated net sales and 
TEVENUECS 87s 2tseicttacAtiariee 


1990 


$5,225 


980 


6,205 
1,554 


7,759 


1989 


1988 
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Geographic Areas 1990 1989 1988 
Operating profit 
United States and Canada: 
Farm and industrial 
equipment (93%) wesc $ 552 $ 446 $ 395 
Financial Services (89%) .........000+ 175 176 148 
SROtaleteckt en neAa oes 727 622 473 
Overseas farm and industrial 
EQUIPMENE (7596). scarererceececcpronstes 89 1 61 
Total operating profit............. $ 816 $ 733 534 
Identifiable assets 
United States and Canada: 
Farm and industrial 
equipment (91%) ......ssssseeseeen $ 4,299 $3,602 $3,198 
Financial Services (92%) we. 5,067 4,498 4,069 
SI oe Dyess eee vee nk ope 9,366 8,030 7,267 
Overseas farm and industrial 
Equipment, (79%):.sisccvccsevssteccecsoese 1,213 1,029 920 
Carporatenctatriniacs tenes Pett cctetrece 85 86 77 
A B(o) Fal Larrea 0 eh re $10,664 $9,145 $8,264 
Capital additions 


United States and Canada: 


Farm and industrial equipment. $ 198 $ 165 $ 156 
HIN ANClal/ SERVICES: usssstesesenstietrssteoe a 5 5 
otal ts cucmecke ote 202 170 161 
Overseas farm and industrial 
EQUIPMEN Dicsin.as cane teeters 91 40 29 
LO fal pears: eR Saw rctets $ 293 210 190 
Depreciation expense 
United States and Canada: 
Farm and industrial equipment.. $ 130 $ 129 $ 140 
Financial Service ...ssscsessscvcessssessss 4 3 2 
eROtaleersecckvgn anne. 134 132 142 
Overseas farm and industrial 
EQUIPMIENE mac wtutsacnenerenerines 42 37 39 
GOnporatentin cst aicataattcn ances ] ] ] 
Ota lane cays OR Nace ta teetes: Sosa L/h 170 182 
Number of employees 
United States and Canada: 
Farm and industrial equipment. 26,300 26,700 — 26,500 
Financial Services ......cccsesscsesssseses 2,200 1,900 1,700 
NGtalereety ainsi ee 28,500 28,600 28,200 
Overseas farm and industrial 
EQUIDMENT A siis.seat enntemruar 10,000 10,300 10,100 
MOTAL eraketrcnarttenn eatin 38,500 38,900 38,300 


Approximately 84 percent of Canadian sales are comprised 
of products manufactured in the United States, while approxi- 
mately 86 percent of Canadian production is exported to the 
United States. Total exports from the United States were $758 
million in 1990, $779 million in 1989 and $653 million in 1988. 
Exports decreased in 1990 due to slightly lower demand in 
Canada and Europe compared with 1989. Exports increased in 
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1989 due to increased Canadian and European retail demand for 
farm and industrial equipment. Exports from the Europe, Africa 
and Middle East division were $515 million in 1990, $420 million 
in 1989 and $372 million in 1988. 


FOURTH QUARTER SUMMARY (UNAUDITED) 


Condensed financial information, shown on a consolidated basis 
only, for the fourth quarter in millions of dollars follows: 


1990 1989 
Net sales of farm and industrial 


EQUIPMEN taetesantarinntatcantn ian: $1,771 $1,736 
Financial Services revenues.... 260 233 
Other revenues 35 31 

Total net sales and revenuesS............000- 2,066 2,000 
Total costs and EXPENSES .......ssseccesseeeeeeseees 1,976 1,863 
Income of consolidated group before 

provision for income taXe$ .......sseeen 90 137 
Provision for INCOME taXES .......cesessesseseesees 17 34 
Income of consolidated group.........00 73 103 
Equity in net income of 

unconsolidated affiliates ..........ccceesee 1 
NetinGOmes asso tino aatina navies. 74 103 
Net income per share-fully diluted........... $ .98 1.37 


Retail sales of John Deere agricultural equipment in North 
America declined in the fourth quarter of 1990 compared with 
last year’s final quarter. Because most agricultural economic fun- 
damentals remain favorable, it is believed that the reduction was 
due to uncertainties relating to general economic conditions and 
farm policies, federal budget negotiations and the Middle East 
crisis. North American retail sales of lawn and grounds care 
products were significantly lower in the fourth quarter this year as 
consumer spending for durable goods continued to decline. 
Retail sales of John Deere industrial equipment in North America 
were relatively unchanged in the fourth quarter of 1990. 
Overseas retail demand for John Deere farm and industrial 
equipment was lower than in last year’s final quarter. 

Worldwide net income for the fourth quarter of 1990 
declined to $74 million or $.98 per share compared with net 
income of $103 million or $1.37 per share on a fully diluted basis 
in last year’s final quarter. The decrease in net income for the 
fourth quarter resulted primarily from significantly lower produc- 
tion of lawn and grounds care products and industrial equip- 
ment, reflecting the company’s response to a weaker general 
economy in North America. Sales incentive costs were substantial- 
ly higher due to extremely competitive market conditions. 
However, fourth quarter 1990 results benefited from a very low 
effective income tax rate resulting mainly from previously unan- 
ticipated tax credits. Fourth quarter results in 1989 were affected 
by a four-week strike at the company’s lawn and grounds care 
equipment factory in Wisconsin, but benefited from a low effec- 
tive income tax rate as foreign tax credits were higher than previ- 
ously anticipated. 

Total net sales and revenues increased three percent to 
$2,066 million in the fourth quarter of 1990 compared with 
$2,000 million in the same period last year. Worldwide net sales 
to dealers of John Deere farm and industrial equipment in the 
quarter totaled $1,771 million, an increase of two percent from 


sales of $1,736 million during the final quarter of 1989. 
Worldwide production was seven percent lower than in last year’s 
fourth quarter. Finance and interest income of the credit sub- 
sidiaries totaled $134 million in the fourth quarter, up 15 percent 
from $116 million in the fourth quarter of 1989. Insurance and 
health care premiums increased 10 percent to $100 million in 
the final quarter of 1990 compared with $91 million last year. 

Worldwide farm equipment net sales increased five percent 
to $1,451 million compared with fourth quarter 1989 sales of 
$1,378 million. Industrial equipment net sales were $320 million 
in 1990 compared with $358 million last year, a decrease of 11 
percent. Sales in the United States and Canada decreased two 
percent to $1,333 million compared with fourth quarter 1989 
sales of $1,359 million. Overseas net sales increased 16 percent 
to $438 million compared with $377 million in 1989. 

Operating profit of the North American farm equipment 
division, which includes both agricultural equipment and lawn 
and grounds care products, was lower in the fourth quarter. 
While agricultural equipment operating results improved, bene- 
fiting from higher sales and production volumes, the operating 
contribution from the lawn and grounds care product operations 
was significantly lower in the current quarter, resulting primarily 
from a significant decline in production and lower sales to deal- 
ers. North American industrial equipment profitability was signif- 
icantly lower in the fourth quarter this year, largely as a result of 
lower production. Overseas operating profit increased slightly in 
the fourth quarter of 1990, but remained at a low level as produc- 
tion declined. Sales incentive costs in the final quarter of 1990 
were higher in all of the company’s business segments. 

On an after-tax basis, worldwide net income of the farm 
and industrial equipment operations declined to $40 million this 
year from $66 million in the fourth quarter of 1989. Net income 
of the company’s credit operations decreased to $21 million in 
the fourth quarter of 1990 compared with income of $23 million 
last year. Increased income earned on a higher volume of receiv- 
ables financed and the benefit of a lower effective income tax 
rate were more than offset by a higher provision for credit losses 
and higher expense levels resulting mainly from refinements 
relating to the deferral of receivable acquisition costs. Net 
income from insurance and health care operations declined to 
$12 million in the quarter compared with $14 million in the 
fourth quarter of 1989, due primarily to lower underwriting per- 
formance. 


NOTES TO CONSOLIDATED FINANCIAL 
STATEMENTS 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


Following are significant accounting policies in addition to those 
included in other notes to the consolidated financial statements. 

The consolidated financial statements represent the adding 
together of all companies in which Deere & Company has a 
majority ownership. Deere & Company records its investment in 
each unconsolidated affiliated company (20 to 50 percent owner- 
ship) at its related equity in the net assets of such affiliate. Other 
investments (less than 20 percent ownership) are recorded at 
cost. Consolidated retained earnings at October 31, 1990 
includes undistributed earnings of the unconsolidated affiliates 
of $38 million. Dividends from unconsolidated affiliates were $8 
million in 1990, $1 million in 1989 and $.4 million in 1988. 

In the fourth quarter of 1989, the company adopted 
Financial Accounting Standards Board (FASB) Statement No. 94, 
Consolidation of All Majority-owned Subsidiaries. This change in 
accounting policy had no effect on stockholders’ equity or net 
income. Asa result of this change, the company adopted an 
unclassified consolidated balance sheet which does not distin- 
guish between current and noncurrent assets or liabilities. All 
financial statements for years prior to 1989 were restated. Prior 
to the adoption of FASB Statement No. 94, the company account- 
ed for its Financial Services subsidiaries, consisting of credit, 
insurance and health care subsidiaries, using the equity method. 
Because the Financial Services businesses are so different in 
nature and essentially unrelated to the company’s farm and 
industrial equipment businesses, management believed that 
financial statements were more understandable if Financial 
Services operations were shown separately. 

In order to preserve as much as possible the identity of the 
principal financial data and related measurements to which 
stockholders and others have become accustomed over the years, 
consolidated financial statements and some information in the 
notes and commentary relating thereto are presented in a format 
which includes data grouped as follows: 

Equipment Operations — These data reflect the pre-1989 basis of 
consolidation, which includes Financial Services on the equity 
basis. The consolidated group data in the income statement in 
this basis of consolidation reflect the results of the company’s 
farm equipment and industrial equipment operations. Where 
appropriate, for clarification or emphasis, particularly in the 
notes, these consolidated group data are also referred to as 
“Equipment Operations”. 

Financial Services — These data include Deere & Company's 
Financial Services subsidiaries, which consist of John Deere 
Credit Company, John Deere Finance Limited (Canada), John 
Deere Insurance Group, John Deere Insurance Company of 
Canada and John Deere Health Care, Inc. These subsidiaries 
and their respective subsidiaries are consolidated in the Financial 
Services data with the effect of transactions among them elimi- 
nated to arrive at this consolidated presentation. 

Consolidated — These data represent the consolidation of the 
Equipment Operations and Financial Services in conformity with 
FASB Statement No. 94. However, the effect of transactions 
between the “Equipment Operations” and “Financial Services” 
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have been eliminated to arrive at consolidated totals. References 
in this report to “Deere & Company” or “the company” refer to 
the entire enterprise. 

In the fourth quarter of 1990, the company adopted FASB 
Statement No. 105, Disclosure of Information about Financial 
Instruments with Off-Balance-Sheet Risk and Financial 
Instruments with Concentrations of Credit Risk. The related dis- 
closures are included in the appropriate notes to the financial 
statements. 

Sales of equipment and service parts are generally record- 
ed by the company when they are shipped to independent deal- 
ers. Provisions for sales incentives and returns and allowances are 
made at the time of sale or at inception of the incentive pro- 
grams. There is a time lag, which varies based on the timing and 
level of retail demand, between the dates when the company 
records sales to dealers and when dealers sell the equipment to 
retail customers. 

Retail notes receivable include unearned finance income 
in the face amount of the notes, which is amortized into income 
over the lives of the notes on the effective-yield basis. Unearned 
finance income on variable-rate notes is adjusted monthly based 
on fluctuations in the base rate of a specified bank. Financing 
leases receivable include unearned lease income, the excess of 
the gross lease receivable plus the estimated residual value over 
the cost of the equipment, which is recognized as revenue over 
the lease terms on a sum-of-the-years-digits method. Rental pay- 
ments applicable to equipment on operating leases are recorded 
as income on a straight-line method over the lease terms. These 
leased assets are recorded at cost and depreciated on a straight- 
line method over the terms of the leases. Origination costs 
incurred in the acquisition of retail notes and leases are deferred 
and amortized into income over the expected lives of the affected 
receivables on the effective-yield basis. Interest charged to revolv- 
ing charge account customers is based on the outstanding revolv- 
ing charge balances. Wholesale receivables also bear interest 
based on the balances outstanding. 

Insurance and health care premiums are generally recog- 
nized as earned oyer the terms of the related policies. Insurance 
and health care claims and reserves include liabilities for unpaid 
claims and future policy benefits. Policy acquisition costs, such as 
commissions, premium taxes and certain other underwriting 
expenses, which vary with the production of business, are de- 
ferred and amortized over the terms of the related policies. The 
liability for unpaid claims and claim adjustment expenses is based 
on estimated costs of settling the claims using past experience 
adjusted for current trends. The liability for future policy benefits 
on traditional life insurance policies is based on the mortality, 
interest and withdrawal assumptions prevailing at the time the 
policies are issued. The liability for universal life type contracts is 
the total of the policyholder accumulated funds. Investment 
yields used in calculating future policyholder benefits and univer- 
sal life account values range from 6 percent to 13 percent. 

Certain amounts for prior years have been reclassified to 
conform with 1990 financial statement presentations. 


RESEARCH AND DEVELOPMENT EXPENSES 


Research and development expenses in 1990 were $263 million 
compared with $234 million in 1989 and $216 million in 1988. 
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These expenses represented 3.9 cents per dollar of equipment 
sales in 1990, 3.8 cents in 1989 and 4.0 cents in 1988. All 
research and development costs are charged to expense as 
incurred. 


PENSION AND OTHER RETIREMENT BENEFITS 


The company has several pension plans covering substantially all 
of its United States employees and employees in certain foreign 
countries. The United States plans and significant foreign plans 
in Canada, Germany and France are defined benefit plans in 
which the benefits are based primarily on years of service and 
employee compensation near retirement. It is the company’s 
policy to fund its United States plans according to the 1974 
Employee Retirement Income Security Act (ERISA) and income 
tax regulations. In Canada and France, the company’s funding is 
in accordance with local laws and income tax regulations, while 
the German pension plan is unfunded. Plan assets in the United 
States, Canada and France consist primarily of common stocks, 
common trust funds, government securities and corporate debt 
securities. 

Provisions of FASB Statement No. 87 required the company 
to record in the first quarter of 1990 a minimum pension liability 
of $118 million relating to certain unfunded pension obligations, 
and establish an intangible asset equal to this minimum liability. 
At October 31, 1990, this minimum pension liability and intangi- 
ble asset were remeasured, as required by the Statement, and 
adjusted to $305 million and $171 million, respectively, resulting 
in a direct reduction of stockholders’ equity of $88 million, net of 
applicable deferred income taxes of $46 million. The adjustment 
at October 31, 1990 resulted mainly from a decrease in pension 
fund assets due to the 1990 decline in the stock market. 

The expense of all pension plans was $80 million in 1990, 
$68 million in 1989 and $54 million in 1988. In 1990, pension 
expense increased by $17 million from the utilization of a lower 
discount rate and by $8 million due to changes in plan benefits, 
experience and exchange rates. These increases were partially 
offset by a reduction of $13 million resulting from favorable 
investment experience. In 1989, pension expense increased by 
$12 million from the utilization of a lower discount rate and by 
$11 million due to changes in plan benefits. These increases 
were partially offset by a reduction of $9 million resulting from 
favorable investment experience. 

The components of net periodic pension cost and the sig- 
nificant assumptions for the United States plans consisted of the 
following in millions of dollars and in percents: 


1990 1989 1988 
SEIVICE COStPance Sree es $65": $= bist ena, 
Interest COStarccesstiiarinttsa mat 213 203 191 
Return’ OM assets avstasttarcilicessestes 200 (393): | * (292) 


(419 1908 
$ 59 $ 51 $ 36 


Discount rates for obligations........... 9.0% 8.5% 9.3% 


Discount rates for expenses.............. 8.5% 9.3% 9.5% 
Assumed rates of compensation 

TRCHEASCS space tases ees ac eracte 6.3% 6.3% 63% 
Expected long-term rates of 

Petits ae ee en ~ 9.7% 9.7% 9.7% 


A reconciliation of the funded status of the United States 
plans at October 31 in millions of dollars follows: 


1990 1989 
Assets Accumulated Assets Accumulated 
Exceed Benefits Exceed Benefits 
Accumulated Exceed Accumulated Exceed 
Benefits Assets Benefits Assets 
Actuarial present value 
of benefit obligations 
Vested benefit 
obligation... $ (892) $(1,008)  $ (923)  $(1,159) 
Nonvested benefit 
Obligation... (114) (230) (104) (18) 
Accumulated benefit 
Obligation... (1,006) (1,238) (1,027) (1,177) 
Excess of projected 
benefit obligation 
over accumulated 
benefit obligation.. (345) (28) (338) (39) 
Projected benefit 
Ob]igation.....s.seeeeree (1,351) — (1,266) (1,365) (1,216) 
Plan assets at fair 
VALU estiravectietsccsetess 1,220 911 1,433 1,022 
Projected benefit 
obligation (in 
excess of) or less 
than plan assets.......... (131) (355) 68 (194) 
Unrecognized net (gain) 
JOSS atanncnsenietse 153 192 (26) 9 
Prior service cost 
not yet recognized 
in net periodic 
PENSION COSt.......-00eese 1 140 1 152 
Remaining unrecognized 
transition net asset from 
November 1, 1985...... (141) (27) (154) (30) 
Adjustment required to 
recognize minimum 
Habilityisiccsrsteerngsases (277) 
Pension liability 
recognized in the 
consolidated balance 
ShEOt hip dissesctstinctucetene $ (118) $ (327) $ (111) $ (63) 


The components of net periodic pension cost and the sig- 
nificant assumptions for the foreign plans consisted of the follow- 
ing in millions of dollars and in percents: 


1990 1989 1988 
GE NVI GEICOSLycaseateirss cesittainseetaloastonetareto $ 9 $ 7 $ 8 
IMtSKEStiCOSTss..fi.cccesraseteteter 19 17 16 
Return on assets (10) (11) (8) 
Net amortization and deferral .......... os ae 2 
INeticOsto tit acin caine ovatin $21 $17 $18 
Discount rates for obligations........... 70-98% 70-85% 7.0-9.5% 
Discount rates for xPenses.......- 7.0-8.5% 7.0-9.5% 7.0-9.5% 
Assumed rates of compensation 
TMMCTEASES ainassiatins Ctanhstesdensnitianres 4.0-7.3% 4.0-7.0% 4.0-7.0% 
Expected long-term rates of return.. 7.0-8.5% _7.0-9.5% 9.5% 


A reconciliation of the funded status of the foreign plans at 
October 31 in millions of dollars follows: 


1990 1989 


Assets Accumulated Assets Accumulated 
Exceed Benefits Exceed Benefits 
Accumulated Exceed Accumulated Exceed 
Benefits Assets Benefits Assets 


Actuarial present value 
of benefit obligations 
Vested benefit 
Obligation... 
Nonvested benefit 
Obligation... (4) (4) 


Accumulated benefit 
ObIigation.......-sseeee 

Excess of projected 
benefit obligation 
over accumulated 
benefit obligation.. 


Projected benefit 
ObIgatiON......secsseeseeenee 
Plan assets at fair 


Projected benefit 
obligation (in 
excess of) or less 
than plan assets.......... 49 
Unrecognized net gain .. 
Remaining unrecognized 
transition net (asset) 
obligation from 
November 1, 1987...... 
Adjustment required to 
recognize minimum 
Wabilityssrs.itsstrestersdbsonse 


(230) 39 


(29) _ 69 (31) 62 


(28) 
Prepaid pension asset 

(pension liability) 

recognized in the 

consolidated balance 
$9 


$(189) 


gs) 85 SNS 


In addition to providing pension benefits, the company 
provides certain health care and life insurance benefits for 
retired employees. Substantially all of the company’s United 
States and Canadian employees may become eligible for these 
benefits if they reach retirement age while still working for the 
company. These benefits and similar benefits for active employ- 
ees either are self-insured or are provided through the company’s 
insurance and health care subsidiaries. Premiums for benefits 
provided through the company’s insurance and health care sub- 
sidiaries are based on the benefits incurred during the year. The 
company recognizes the cost of the self-insured benefits as the 
claims are incurred and recognizes the cost of the benefits pro- 
vided through the insurance and health care subsidiaries by 
expensing the annual premiums. The cost of health care benefits 
for retired United States and Canadian employees in 1990, 1989 
and 1988 was $60 million, $55 million and $47 million, respec- 
tively; and the cost of life insurance benefits for these retired 
employees was $6 million in each of the three respective years. 


Most retirees outside the United States and Canada are cov- 
ered by governmental health care programs, and the company’s 
cost is not significant. 

In December 1990, the FASB issued a statement pertaining 
to Employers’ Accounting for Postretirement Benefits Other 
Than Pensions. This statement, which requires the recognition 
of postretirement benefits such as health care and life insurance 
over employees’ years of service, must be adopted by fiscal year 
1994. If this statement had been adopted in 1990, the company’s 
net income would have been affected unfavorably by a presently 
indeterminable material amount. 


PROVISION FOR DOUBTFUL RECEIVABLES 


The provision for doubtful receivables relates to dealer accounts 
and notes receivable, credit receivables and leases. This provi- 
sion, which is included in “Selling, administrative and general 
expenses”, was as follows in millions of dollars: 


1990 1989 1988 

Equipment OperationS.......eeseee $7 $ $ 1 
Financial Services 50 a7 26 
Consolidated: 4.:cc:sncicseccen $57 $27 $27 


Additional information relating to doubtful receivables is 
presented under “Credit Receivables” on page 58. 


INCOME TAXES 


The components of income before income taxes in millions of 
dollars follow: 


1990 1989 1988 
Equipment Operations 
United States operations... $366 $233 $139 
Foreign operations 47 130 74 
otal teers staureesecn 413 363 213 
Financial Services 
United States operations... 153 159 133 
Foreign operations ..........cssssseeceeen 22 17 15 
SEOfal cap siie waiccnanembuaeaine 175 176 148 
Consolidated 
United States operationS......ec 519 392 272 
Foreign operations ...........sssecceeeee 69 147 89 
TOtalier arn sont heacennceomen aes $588 = $539 $361 


The classifications of the amounts shown in the above table 
are based upon the locations of the company’s operations. 
Certain overseas operations are branches of Deere & Company 
and are therefore subject to United States as well as foreign 
income tax regulations. The above analysis of pretax income and 
the following analysis of the income tax provision are therefore 
not directly related. 
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The provision (credit) for income taxes by location of the 
taxing jurisdiction and by significant component consisted of the 
following in millions of dollars: 


1990 1989 1988. 
Equipment Operations 
Current: 
United States: 
Federal $ 20 $30 $41) 
Statesna ee 5 7 2 
HOPEIGTN cacesnaunets 15 25 20 
Total current 40 62 (19) 
Deferred: 
United States: 
Rederaltis..avcaa onsets 86 58 51 
State 2 (5) 
1 1 
89 53 52 
129 115 33 
Financial Services 
Current: 
United States: 
HEGGralt eee ha ncucrnercnceia 76 66 60 
State 2 2 1 
6 8 7 
84 76 68 
(31) (24) (22) 
53 52 46 
Consolidated provision for 
INCOME tAXES........:..ccessssssseseseessseese $182 $167 $ 79 


A comparison of the statutory and effective income tax pro- 
vision (credit) and reasons for related differences in millions of 
dollars follows: 


1990 1989 1988 
United States federal income 
tax provision at a statutory 
rate of 34 percent... $200 $183 $123 
Equipment Operations 


Increase (decrease) resulting from: 
Realization of benefits of tax-loss 


and tax-credit carryforwards......... (17) (2) (41) 
Realization of benefits of charitable 
contribution carryforwards.......... (4) 
Other adjustments — net 6 (6) 6 
OPAL Beeustnstnsrs tes 11) (8) (39) 
Financial Services 
Increase (decrease) resulting from: 
Tax exempt investment income....... (7) (8) (8) 
Realization of benefits of tax-loss 
CaErylonwards.-sqanisieraticy ski (4) 
Other adjustments—net .....seeeees 4 3 
Total cee ekarkaee (7) (8) (5) 
Consolidated provision for 
INCOME! AXES: :4.s ect eee $182 $167 $ 79 


Deferred income taxes arise because there are certain 
items that are treated differently for financial accounting than for 
income tax reporting purposes. An analysis of the deferred 
income tax liability at October 31 in millions of dollars follows: 


1990 1989 
Equipment Operations 
Deferred installment sales income............ $ 321 $257 
Tax over book depreciation... 81 77 
Accrual for sales allowance .......s.ssssseseeseees (109) (90) 
Minimum pension liability adjustment..... (46) 
Accrual for vaCatiOn Pay..eessssecsseersssessneessres (18) (19) 
Allowances for doubtful receivables.......... (6) (7) 
Tax-loss and tax-credit carryforward 
DENEHES aa eoecciettercteasaseenstensistectarttetes (26) 
Accrual for pensiOns .....sssssssssssssesseeesssnnees (22) 
@tRemite ms ste eescecctsssesscresae aenceteeretetansocss (45) (35) 
TPotalanc.ccicstineccn pioveterote 178 13. 
Financial Services 
Deferred retail note finance income......... 6 12 
Deferred lease inCOME .....ssesssesseeseesseesees 5 22 
Allowances for doubtful receivables 
ANC ICASES ites lctieresse teas taxteestccsettersase (22) (17) 
@fheriitems\s.racescavetanwerstancectseen 5 (4) 
Mlotaline ere min consicncteth tes (6) 13 
Consolidated deferred income tax 
liability inte tenatssccmcsctersteitrreotsars $ 172 $14 


At October 31, 1990, accumulated earnings in certain over- 
seas subsidiaries totaled $393 million for which no provision for 
income taxes has been made, because it is expected that such 
earnings will be reinvested overseas indefinitely. United States 
income taxes and foreign withholding taxes are not provided on 
unremitted earnings of foreign affiliates over which dividend 
control is exercised because it is expected that such amounts will 
be reinvested indefinitely. Determination of the amount of 
unrecognized deferred tax liability on these unremitted earnings 
is not practicable. The amount of withholding taxes that would 
be payable upon remittance of those earnings would be $40 mil- 
lion. 

In 1988, the company adopted FASB Statement No. 96, 
Accounting for Income Taxes. Financial statements for previous 
years were not restated. The cumulative effect of the accounting 
change relating to periods prior to November 1, 1987 resulted in 
a gain of $29 million or $.42 per share, which is included in 
“Change in Accounting for Income Taxes” on the income state- 
ment. This adjustment related entirely to the wholly-owned cred- 
it, leasing and insurance subsidiaries of Deere & Company. There 
was no cumulative effect of adoption on the Equipment 
Operations, since deferred tax liabilities were offset by tax-loss 
carryforwards as of November 1, 1987. 

Deere & Company files a consolidated federal income tax 
return in the United States which includes certain wholly-owned 
Financial Services subsidiaries, primarily John Deere Capital Cor- 
poration, John Deere Leasing Company and the health care sub- 
sidiaries. These subsidiaries account for income taxes generally 
as if they filed separate income tax returns. Deere & Company's 
insurance subsidiaries file separate federal income tax returns. 


During 1990, 1989 and 1988, the company recognized $21 
million, $2 million and $41 million, respectively, of income tax 
benefits relating to tax-loss and tax-credit carryforwards from pre- 
vious years. At October 31, 1990, certain foreign tax-loss carryfor- 
wards were available which have not been recognized as tax 
benefits. 


MARKETABLE SECURITIES 


Marketable securities are held by the insurance and health care 
subsidiaries. Fixed maturities, consisting of corporate bonds, gov- 
ernment bonds and certificates of deposit, are carried at amor- 
tized cost and generally held to maturity. Equity securities, 
consisting of common and preferred stocks, are carried at cost. 

The value of marketable securities at October 31 in mil- 
lions of dollars follows: 


1990 1989 
Carrying Market = Carrying = Market 
Value Value Value Value 
Fixed maturitieS............0 $711 $732 $644 $686 
Equity securities... 80 72 72 88 
Others cena 10 9 9 9 
Marketable securities.. $801 813 125 5783, 


DEALER ACCOUNTS AND NOTES RECEIVABLE 


Dealer accounts and notes receivable at October 31 consisted of 
the following in millions of dollars: 


1990 1989 

MealePaccountSiacavicssecceiktesnicanen $2,767 $2,329 

Mealernotesnnccceist anes 354 282 

Potaltee ee eRe aii ace ee 3421 2,611 

Less allowance for doubtful receivables... 21 24 
Dealer accounts and notes 

TECEWADIEAMEbrandsctestoscmatertecciins 3,100 $2,587 


Dealer accounts and notes receivable arise from sales to 
dealers of John Deere farm and industrial equipment. The com- 
pany retains as collateral a security interest in the equipment asso- 
ciated with these receivables. Generally, terms to dealers require 
payments as the equipment which secures the indebtedness is 
sold to retail customers. Interest is charged on balances outstand- 
ing after certain interest-free periods, which range from 6 to 9 
months for industrial equipment, 9 months for agricultural trac- 
tors, and from 9 to 24 months for most other equipment. 

Dealer accounts and notes receivable have significant con- 
centrations of credit risk in the farm and industrial business sec- 
tors. At October 31, 1990, the portion of these net receivables 
related to the farm and industrial businesses were approximately 
77 percent and 23 percent, respectively, of the total dealer 
accounts and notes receivable. On a geographic basis, there is 
not a disproportionate concentration of credit risk in any area, 
worldwide. 


CREDIT RECEIVABLES 


Credit receivables at October 31 consisted of the following in 
millions of dollars: 


1990 1989 
Retail notes: 
John Deere equipment: 
Farm €quipment...cscsvterrscmacaccte $2,658 $2,350 
Industrial equipment ...........seeeee 594 565 
Non-Deere equipMent......scsecssseeeeseees 1,401 1,000 
MO tal tes ete cleecrtacaschoce neva rte 4,653 3,915 
HinanGIMpVleasese.,ccnvtetessetscaaeecee 237 289 
Revolving charge accOUNtS ....ssssesseseseeeeeeee 199 178 
Wholesale nOtes .::.ccrssscssesraserssictacstctettees 81 46 
Total credit receivables vu... 5,170 4,428 
Less: 
Unearned finance income: 
MECKE NOLES Tate cracenesie tania 560 525 
Non-Deere notes.i..ccssssecccssscsscssctscese 612 451 
Famancing leases iss:sstassesesersoesssretesartnss 31 36 
MROtalinevtaauiki cen toss 1,203 1,012 
Allowance for doubtful receivables....... 71 58 
Credit receivables—net...........ssecee0e+0: 3,896 3,358 


The Equipment Operations’ net credit receivables of $65 
million and $52 million at October 31, 1990 and 1989, respective- 
ly, represent retail notes of overseas farm and industrial equip- 
ment customers and municipal financing leases in the United 
States. These amounts are included in the above totals. 

The credit receivables have significant concentrations of 
credit risk in the farm, industrial and recreational (non-Deere 
equipment) business sectors. At October 31, 1990, the portions 
of these net receivables related to the farm, industrial and recre- 
ational business sectors were approximately 63 percent, 14 per- 
cent and 23 percent of the total credit receivables, respectively. 
On a geographic basis, there is not a disproportionate concentra- 
tion of credit risk in any area, worldwide. The company retains 
as collateral a security interest in the equipment associated with 
these receivables. 

Credit receivable installments, including unearned 
finance income, at October 31 are scheduled as follows in mil- 
lions of dollars: 


1990 1989 

Due in months: 
EL Daseate ret cans cate tated ee reeeh eee $1,637 $1,478 
| eB ahah eh eee ere cer ie ea a 1,176 1,030 
DSO imate pho Re ole a 833 745 
STARS Os arin ces, sa alto etins 522 448 
ADO Re scasoh solace tobi ihre ees 320 22] 
HLUNeRealtelers wane ete ste iseseee 682 506 
Ota ec tetas Aevaescl ele teen eee 5,170 $4,428 


The maximum maturities for retail notes are generally 6 
years for farm equipment, 5 years for industrial equipment and 
15 years for non-Deere equipment notes. The maximum term 
for financing leases is 5 years, while the maximum maturity for 
wholesale notes is 12 months. 
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The company’s United States credit subsidiary, John Deere 
Capital Corporation, and certain foreign subsidiaries sold retail 
notes to other financial institutions and received proceeds at the 
time of sale of $590 million in 1990, $294 million in 1989 and $15 
million in 1988. At October 31, 1990 and 1989, the net unpaid 
balances of retail notes previously sold were $534 million and 
$276 million, respectively. The initial sale price for the retail 
notes sold by the Capital Corporation is the present value of the 
unpaid balance at the time of sale, calculated on the basis of vari- 
ous agreed upon short-term interest rates. The sale price is sub- 
ject to subsequent monthly adjustment to reflect changes in the 
short-term interest rates and variations in timing between actual 
and anticipated collections. The Capital Corporation acts as 
agent for the buyers in collection and administration of the notes 
it has sold and is subject to a limited repurchase obligation which 
may obligate this subsidiary to repurchase certain notes. The 
company’s maximum current exposure relating to retail notes 
sold is limited to $62 million at October 31, 1990. The retail 
notes sold are collateralized by security agreements on the relat- 
ed machinery sold to the customers. There is a minimal amount 
of credit and market risk due to monthly adjustments to the sale 
price of retail notes. There is no anticipated credit risk related to 
nonperformance by the counterparties. 

The allowance for doubtful credit receivables represented 
1.80 percent and 1.68 percent of credit receivables at October 31, 
1990 and 1989, respectively. In addition, at October 31, 1990, - 
the company’s credit subsidiaries had $107 million of deposits 
withheld from dealers and merchants available for potential cred- 
it losses. An analysis of the allowance for doubtful credit receiv- 
ables follows in millions of dollars: 


1990 1989 1988 
Balance, beginning of the year......... $58 $ 47 $ 34 
Provision charged to operations....... 50 27 26 
Amounts written Off.....ccssecsseessesseeses (37) (20) (13) 
SUPATISTENS a eeareste chen Pace estoy 4 as 
Balance, end of the year... $71: ©$58 $ 47 


Allowances for doubtful credit receivables are maintained 
in amounts considered appropriate in relation to the receivables 
and leases outstanding based on estimated collectibility and col- 
lection experience. The significantly higher provision and write- 
offs in 1990 resulted from an increase in credit receivables and 
leases financed and higher write-offs of uncollectible non-Deere 
retail notes. 


EQUIPMENT ON OPERATING LEASES 


Operating leases arise from the lease of John Deere farm and 
industrial equipment to retail customers in the United States and 
Canada. Initial lease terms range from 12 to 84 months. The net 
value of John Deere equipment on operating leases was $181 mil- 
lion and $160 million at October 31, 1990 and 1989, respectively, 
Of these leases, at October 31, 1990, $102 million was financed by 
the Equipment Operations, $69 million by John Deere Leasing 
Company and $10 million by John Deere Finance Limited in 
Canada. The accumulated depreciation on this equipment was 
$48 million and $47 million at October 31, 1990 and 1989, 
respectively. The corresponding depreciation expense was $27 
million in 1990, $23 million in 1989 and $22 million in 1988. 


Future payments to be received on operating leases totaled 
$130 million at October 31, 1990 and are scheduled as follows: 
1991-$48, 1992-$39, 1993-$27, 1994-$14 and 1995-$2. 


INVENTORIES 


Substantially all inventories owned by Deere & Company and its 

United States farm and industrial equipment subsidiaries are val- 
ued at cost on the “last-in, first-out” (LIFO) method. Remaining 
inventories are generally valued at the lower of cost, on the “first- 
in, first-out” (FIFO) basis, or market. The value of gross invento- 
ries on the LIFO basis represented 77 percent and 79 percent of 
worldwide gross inventories at current cost value on October 31, 
1990 and 1989, respectively. 

Raw material, work-in-process and finished goods invento- 
ries at October 31, 1990 totaled $678 million compared with $711 
million one year ago. If all inventories had been valued on a cur- 
rent cost basis, which approximates FIFO value, estimated inven- 
tories by major classification at October 31 in millions of dollars 
would have been as follows: 


Raw materials and supplies.........ssecssssesseoes 
WrkeitnsprOCess'se.sstcressiciscosbsonnvtedstoatscrvennsss 360 370 


Finished machines and patts......sssesse0000 1,187 1,149 
Total current Cost ValUe wo. 1,799 1,784 
Adjustment to LIFO basis.....ccccsssssescsessees 1,121 1,073 
INVENtONIES! arctic ciate cence 678 711 
PROPERTY AND DEPRECIATION 


Property and equipment additions were $293 million in 1990 
compared with $210 million in 1989, which excludes the acquisi- 
tion of the net assets of Funk Manufacturing Company in 1989. 
Additions for 1990 included capital expenditures of $292 million 
and $1 million for leased property under capital leases. 
Additions for 1989 included $187 million for capital expendi- 
tures, and $23 million for leased property under capital leases. 
Of the 1990 capital expenditures, $197 million were in the 
United States and Canada, $91 million were overseas and $4 mil- 
lion were incurred by the Financial Services subsidiaries. 

A summary of consolidated property and equipment at 
October 31 in millions of dollars follows: 


1990 1989 

J BE ne asa ra tiv ad Chee ONO Tantus te rem $ 39 $ 37 
Buildings and building equipment........... 763 720 
Machinery and equipMent......cssseccsseeeen 1,832 1,669 
Dies, patterns, tools, €tG.c....0:.cdssccosserseeesens 364 346 
AIO OES heie aati titr cate csaclovserccootvctson cents 365 320 
Construction in PrOgQTress .....ssseccsssescsseessssnes 82 29 
ARGtal cs Mata mith ansnsicestths semeenee 3,445 3,121 
Less accumulated depreciation ........000 2,296 PAE: 
Property and equipment—net......... $1,149 997 


Leased property under capital leases amounting to $42 mil- 
lion at October 31, 1990 and $47 million at October 31, 1989 is 
included primarily in machinery and equipment and all other. 

Property and equipment expenditures for new and revised 
products, increased capacity and the replacement or major 


renewal of significant items of property and equipment are capi- 
talized. Expenditures for maintenance, repairs and minor 
renewals are generally charged to expense as incurred. 

Depreciation amounted to $177 million in 1990, $170 mil- 
lion in 1989 and $182 million in 1988. Most of the company’s 
property and equipment is depreciated using the straight-line 
method for financial accounting purposes. Depreciation for 
United States federal income tax purposes is computed using 
accelerated depreciation methods. 

It is not expected that the cost of compliance with foresee- 
able environmental requirements will have a material effect on 
the company’s financial position or operating results. 


INTANGIBLE ASSETS 


Consolidated net intangible assets totaled $240 million and $72 
million at October 31, 1990 and 1989, respectively. The 
Equipment Operations’ balance of $224 million at October 31, 
1990 consisted primarily of unamortized goodwill, which resulted 
from the purchase cost of assets acquired exceeding their fair 
value, and $171 million related to the minimum pension liability 
required by FASB Statement No. 87 as discussed under “Pension 
and Other Retirement Benefits” on page 54. 

The Financial Services intangible asset balance of $16 mil- 
lion at October 31, 1990 represents the unamortized value of 
insurance policies related to a prior year’s purchase of a life insur- 
ance company. 

Intangible assets, except the intangible pension asset, are 
being amortized over 25 years or less, and the accumulated amor- 
tization was $36 million and $31 million at October 31, 1990 and 
1989, respectively. The intangible pension asset is remeasured 
and adjusted at least annually. 


SHORT-TERM BORROWINGS 


Short-term borrowings at October 31 consisted of the following 
in millions of dollars: 


1990 1989 
Equipment Operations 
Gommnencial papery, c:.rt.ssesctaetstacrescstae Asesvencssacse $ 284 $ 227 
Notes payable to bannk.....sssssessssssesesssseeeesssnsseen 375 256 
Long-term borrowings due within one year..... —192.- 157 
otal ie uence ancheuenind giemnnin 851 640 
Financial Services 
Comimercialspa pers scivstssssrscaterssescsvsbecnsetasneyonss 2,017 1,367 
Notes payable to bannks........ssssssccsssssessesssseessesssees 23 206 
Long-term borrowings due within one year..... 2 36 
Motal sduseasce overt tenenasestisanetsssenrt 2,042 1,609 
Consolidated short-term borrowings................. $2,893 2,249 


All of the Financial Services short-term borrowings repre- 
sent obligations of the credit subsidiaries. 

Unsecured lines of credit available from United States and 
foreign banks were $3,421 million at October 31, 1990. Of these 
credit lines, $3,196 million were available to both the Equipment 
Operations and the credit subsidiaries. At October 31, 1990, 


59 


$723 million of the worldwide lines of credit were unused. For 
the purpose of computing the unused credit lines, the aggregate 
of commercial paper, bank borrowings, bankers’ acceptances and 
other notes payable outstanding of the company were considered 
to constitute utilization. The lines of credit not utilized through 
bank borrowings, bankers’ acceptances or other notes payable are 
considered to provide support for outstanding commercial paper. 

Included in the above lines of credit were three long-term 
committed credit agreements expiring on various dates through 
December 1994 for an aggregate maximum amount of $3,186 
million. Of this amount, $686 million is available to the 
Canadian operations and $2,500 million is available in the United 
States or other countries. Both agreements are extendable. 
Annual facility fees on the credit agreements are 0.125 percent. 

Certain of these credit agreements have various require- 
ments of John Deere Capital Corporation including the mainte- 
nance of its consolidated ratio of earnings before fixed charges to 
fixed charges at not less than 1.05 to 1 for each fiscal quarter. In 
addition, the Capital Corporation’ ratio of senior debt to total 
stockholder’s equity plus subordinated debt may not be more 
than 8 to | at the end of any fiscal quarter. Earnings before fixed 
charges consist of income before income taxes to which are 
added fixed charges. Fixed charges consist of interest on indebt- 
edness, amortization of debt discount and expense, an estimated 
amount of rental expense under capitalized leases which is 
deemed to be representative of the interest factor and rental 
expense under operating leases. The credit agreements also con- 
tain provisions requiring Deere & Company to maintain a consol- 
idated tangible net worth of $1,600 million. 

The company’s credit subsidiaries have entered into inter- 
est rate swap and interest rate cap agreements to hedge their 
interest rate exposure in amounts corresponding to a portion of 
their short-term borrowings. The interest rate swaps exchange 
the company’s variable short-term interest rate obligations based 
on specified commercial paper rate indices for fixed interest rates 
over the terms of the agreements. The interest rate caps exchange 
the company’s variable short-term interest rate obligations for 
fixed interest rates when the variable rates exceed certain rates. 
At October 31, 1990, the total notional principal amount of inter- 
est rate swap agreements was $176 million having fixed rates of 
8.8 to 11.3 percent terminating in up to 38 months. The total 
notional principal amount of interest rate cap agreements was 
$201 million having capped rates of 8.2 to 9.0 percent terminat- 
ing in up to 52 months. The differential to be paid or received 
on the swap and cap agreements is accrued as interest rates 
change and is recognized over the lives of the agreements. The 
company’s credit subsidiaries are exposed to credit loss for any 
accrued receivable in the event of nonperformance by the other 
parties to the interest rate swap and cap agreements. However, 
the company’s credit subsidiaries do not anticipate nonperfor- 
mance by the counterparties. Since the company’s credit sub- 
sidiaries intend to hold these agreements as hedges for the terms 
of the agreements, the market risk associated with changes in 
interest rates should not be significant. 
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ACCOUNTS PAYABLE AND ACCRUED EXPENSES 


Accounts payable and accrued expenses at October 31 consisted 
of the following in millions of dollars: 


1990 1989 
Equipment Operations 
Accounts payable: 
by eta | Sa CaS tree a ated era $ 536 $ 505 
Dividends payable................0 38 27 
Capital lease obligations 21 28 
Othety a sic antnna tonite 31 34 
Accented CxpPENsest's...t-cscioserasessir 
Employee benefits ..........00 157 144 
Dealer COMMISSIONS........esssesseeesseen 123 100 
Other Se ritetticcnmeetteseenricrens cotencte 391 379 
Total cae estes anhineeunenne sas 1,297 1,217 
Financial Services 
Accounts payable: 
Deposits withheld from dealers 
and merchants 107 98 
67 58 
101 87 
37 37 
36 34 
79 56 
427 370 
Intercompany eliminations (2) (8) 
Consolidated accounts payable 
and accrued expense .........ssssssssssesees $1,722 $1,579 


INSURANCE AND HEALTH CARE 
CLAIMS AND RESERVES 


Insurance and health care claims and reserves were $444 million 
and $391 million at October 31, 1990 and 1989, respectively. 
These liabilities represent future policy benefits, unpaid losses 
and experience rated refunds related to the insurance and health 
care operations. 


LONG-TERM BORROWINGS 


Long-term borrowings at October 31 consisted of the following 
in millions of dollars: 


1990 1989 
Equipment Operations 
Notes and Debentures: 
8-1/2% notes due 1991... ecccecesessseseesees $ 175 
5.40% debentures due 1992.. $ 17 21 
8.60 7o.motes:due 1992 rescscsecorsracssseeceetovs 100 
Foreign borrowings due 1992 - 1997: 
Average interest rate of 8.4% as 
of year end 1990 and 9.0% 
as Of year Enid 19895 i ocsate teases scseenentass 10 7 
Medium-term notes due 1994 - 2005: 
Average interest rate of 9.5% 
AS OF yearend 1990... cite ssvbewscsessseseses 75 
9-1/8% notes due 1996 100 100 
8.45% debentures due 2000... 60 65 


1990 1989 
Equipment Operations (cont'd) 
5-1/2% convertible subordinated 

debentures due 2001, convertible 

into common stock of Deere & 

Company at $32.75 per share... 4 6 
8% debentures due 2002....cccseecseecseesseessees 139 151 
Adjustable Rate Senior Notes due 2002: 

Interest rate of 10.1% as of 

year end 1990 and 9.3% 

ASIOLVEATEN CH G89) sccatsestersocsteseenaiste- 100 100 
8.95% debentures due 2019....c.ccccsecseeseeene 199 199 


Financial Services 
Notes and Debentures: 
10.82% notes due 1990: Swapped 

to variable interest rate of 8.6% 

AS OF eat CNG LOGO a ese cicsccsensassctesssseatn 150 
Medium-term notes due 1991 - 1995: 

Average interest rate of 8.7% 

as Of year: ENT 1990. .c.sscsssscrvnessesseoesesvess 192 
9% notes due 1998 v...cccccseissserssseesssessseressers 124 
Floating rate notes due 1993: 

Interest rate of 8.1% as of 

year end 1990 and 8.8% as of 

VeamendeL ISO's Zisccratescersiltssrmsctstss 9 3B) 
11-5/8% notes due 1995: Swapped 

to variable interest rate of 8.0% 

as of year end 1990 and 8.8% 

ASO VeatEnd1 GSO! sis, 5.veasesscovesseetsteaesess 150 150 
7-1/2% debentures due 1998... 50 52 
5% Swiss franc bonds due 1999: 

Swapped to variable interest 

rate of 8.5% as of year end 1990 


and 9.3% as of year end 1989............05 97 97 
Total notes and debentures............. 622 482 
Subordinated Debt: 


9-5/8% subordinated notes due 
1998: Swapped to variable 
interest rate of 8.5% as of year 


end 1990 and 9.3% as of 
Vat CNH OBO:« ccscrriviscrssissnrstesrscssestboseet 150 150 
9.35% subordinated debentures 
CANELOPAUTO Ri Pets Se Ar ed lo ee 60 70 
8-5/8% subordinated debentures 
GUCZOLG Ms ratoniatenh ue noannes 150 150 
Total subordinated debt ..........::0000 360 370 
nobel rece Chee, tase NTER HES 982 852 


$1,786 $1,676 

All of the Financial Services long-term borrowings repre- 
sent obligations of John Deere Capital Corporation. 

The Capital Corporation has entered into interest rate 
swap agreements with independent parties that change the effec- 
tive rate of interest on certain long-term borrowings to a variable 
rate based on specified United States commercial paper rate 
indices. The long-term borrowings table reflects the effective 
year-end variable interest rates relating to these swap agreements. 
A Swiss franc to United States dollar currency swap agreement is 
also associated with the Swiss franc bonds in the table. The 
notional principal amounts and maturity dates of these swap 


agreements are the same as the principal amounts and maturities 
of the related borrowings. The differential to be paid or received 
on the swap agreements is accrued as interest rates or foreign 
exchange rates change and is recognized over the lives of the 
respective agreements. The Capital Corporation is exposed to 
credit loss for any accrued receivable in the event of nonperfor- 
mance by the other parties to the interest rate swap and foreign 
exchange agreements. However, the Capital Corporation does 
not anticipate nonperformance by the counterparties. Since the 
Capital Corporation intends to hold these interest rate and cur- 
rency swap agreements as hedges for the terms of the agree- 
ments, the market risk associated with changes in interest rates or 
exchange rates should not be significant. 

In June 1990, Deere & Company and John Deere Capital 
Corporation initiated separate medium-term note programs. 
These programs provide for potential borrowings of up to $250 
million and $400 million, respectively, through the sale, from 
time to time, of notes having maturities from 1991 to 2020. 
Proceeds are expected to be used for working capital and for 
other general corporate purposes. At October 31, 1990, 

Deere & Company and John Deere Capital Corporation had 
medium-term notes outstanding of $75 million and $192 million, 
respectively. 

The approximate amounts of the Equipment Operations’ 
long-term borrowings maturing and sinking fund payments 
required in each of the next five years in millions of dollars are as 
follows: 1991-$192, 1992-$130, 1993-$29, 1994-$50 and 
1995-$31. The approximate amounts of John Deere Capital 
Corporation’s long-term borrowings maturing and sinking fund 
payments required in each of the next five years in millions of 
dollars are as follows: 1991-$2, 1992-$120, 1993-$182, 1994-$33 
and 1995-$168. 

Indenture agreements relating to certain of Deere & Com- 
pany’s debenture issues contain provisions limiting the amount 
of consolidated retained earnings available for payment of divi- 
dends and purchase or redemption of the company’s common 
stock. Under the most restrictive terms of these provisions and 
the credit agreement provisions described on page 60, $1,168 
million of the consolidated retained earnings balance of $2,291 
million at October 31, 1990 was free of restrictions as to payment 
of dividends or acquisition of the company’s common stock. 
LEASES 
The company leases certain computer equipment, lift trucks and 
other property. The present values of future minimum lease pay- 
ments relating to leased assets deemed to be capital leases as 
determined from the lease contract provisions are capitalized. 
Capitalized amounts are amortized over either the lives of the 
leases or the normal depreciable lives of the leased assets. All 
other leases are defined as operating leases. Lease expenses relat- 
ing to operating leases are charged to rental expense as incurred. 

At October 31, 1990, future minimum lease payments 
under capital leases totaled $25 million as follows: 1991-$9, 
1992-$7, 1993-$6, 1994-$2, 1995-none, later years-$1. Total 
rental expense for operating leases during 1990 was $45 million 
compared with $45 million in 1989 and $41 million in 1988. At 
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October 31, 1990, future minimum lease payments under operat- 
ing leases amounted to $55 million as follows: 1991-$24, 
1992-$14, 1993-$10, 1994-$3, 1995-$1, later years-$3. 


COMMITMENTS AND CONTINGENT LIABILITIES 


On October 31, 1990, the company was contingently liable for 
recourse of approximately $62 million on credit receivables sold 
to financial institutions by both Financial Services and the 
Equipment Operations. In addition, certain foreign subsidiaries 
have pledged assets with a balance sheet value of $60 million as 
collateral for bank advances of $11 million. Also, at October 31, 
1990, the company had commitments of approximately $131 mil- 
lion for construction and acquisition of property and equipment. 

The company is subject to various unresolved legal actions 
which arise in the ordinary course of its business. The most 
prevalent of such actions relate to product liability. While 
amounts claimed may be substantial and the ultimate liability 
with respect to such litigation cannot be determined at this time, 
the company believes that the ultimate outcome of these matters 
will not have a material adverse effect on the company’s consoli- 
dated financial position. 


CAPITAL STOCK 


Changes in the common stock account in 1988, 1989 and 
1990 were as follows: 


Number of 

Shares Amount 

Issued (in millions) 
Balance at October 31, 1987 68,186,467 $497 
Stock options exercised ....,..c.crsssssesseesssenees 1,246,609 46 
Debenture CONVETSIONS ...c.csssescesesseeseseseeeees 5,357,114 218 
Balance at October 31, 1988 ........cseesseene 74,790,190 761 
Stock options exercised ....sssssccssssseeeseesen 737,058 31 
Debenture CONVESSIONS ......scsssesesecsessseeseeees 220,924 7 
OMe Reet catsci oreo one ate a ce ha 
Balance at October 31, 1989 ....cccseesesesees 75,748,172 801 
Stock Options CXErCiSEd ec.secccsssscccesssaccsees 529,616 26 
Debenture CONVETSIONS......c.c:sseseeseeseesesserees 32,653 1 
Others ease edaiianenme eee ees 
Balance at October 31, 1990 wc... 76,310,441 $831 


The calculation of net income per share is based on the 
average number of shares outstanding during the year. The cal- 
culation of net income per share assuming full dilution recog- 
nizes the dilutive effect of the assumed exercise of stock 
appreciation rights and stock options, and conversion of convert- 
ible debentures. The calculation also reflects adjustment for 
interest expense relating to the convertible debentures, net of 
applicable income taxes. 

The company is authorized to issue 3,000,000 shares of pre- 
ferred stock, none of which has been issued. 

The major changes during 1990 affecting common stock in 
treasury included the acquisition of 133,724 shares of treasury 
stock at a total cost of $9 million. In addition, 52,428 shares of 
treasury stock at original cost of $1 million were issued under the 
restricted stock plan. 
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RESTRICTED STOCK 


In 1989, the stockholders approved a restricted stock plan for key 
employees of the company. Under the Plan, 750,000 shares may 
be granted as restricted stock. The company will establish the 
period of restriction for each award and hold the restricted stock 
during the restriction period, while the employee will receive any 
dividends and vote the restricted stock. No award may be made 
under the Plan providing for restrictions that lapse after October 
31, 1999. 

The market value of the restricted stock at the time of 
grant is recorded as unamortized restricted stock compensation 
in a separate component of stockholders’ equity. This compensa- 
tion is amortized to expense evenly over the period of restriction, 
which is currently four years. At October 31, 1990, 655,298 
shares remained available for award under the Plan. 

Changes in the unamortized restricted stock compensation 
account since adoption of the Plan were as follows: 


Number of 
Shares Amount 
Granted (in millions) 

Granted during 1989 .......ssssssssssssssseessesee 52,970 $ 3 
Outstanding at October 31, 1989... 52,970 3 
GrantediaiiAicatcaatotes ctesysnneiens 52,428 4 
Amortized:and VeStedisi.:...ccsscscsrsssveccesrsecusss (10,272) (2) 
Canceled a iscccpsiictccscatesranvantietturesiessctettntse (424) a 
Outstanding at October 31, 1990 ..........000 94,702 $ 


STOCK OPTIONS 


Options for the purchase of the company’s common stock are 
issued to officers and other key employees under stock option 
plans as approved by stockholders. Options outstanding at Octo- 
ber 31, 1990 generally become exercisable one year after the date 
of grant and are exercisable up to 10 years after the date of grant. 

The stock option plan includes authority to grant stock 
appreciation rights, either concurrently with the grant of options 
or subsequently, and to accept stock of the company in payment 
for shares under the options. Both incentive options and options 
not entitled to incentive stock option treatment (nonstatutory 
options) may be granted under the Plan. At October 31, 1990, 
1,416,032 shares remained available for the granting of options. 

During the last three fiscal years, changes in shares under 
option were as follows: 


Option Price 
Shares Per Share 

Outstanding at October 31, LOST 2,849,432 $23.31 - $41.81 
Granted S...csssccecasneicht hatte 608,883 $36.75 

PKETGISED/ aris. sontetest muni seleines (1,246,609) $23.31 -$41.81 
Expired or cancelled ......sesesssccssssssseees (431,873) $23.31 - $41.81 
Outstanding at October 31, 1988....... 1,779,833 $23.31 - $41.81 
Granted sien incann nace 499,513 $46.81 

EXEMCISEG inst sees oe (737,058) $23.31 - $46.81 
Expired or cancelled... (138,862) $23.31 - $46.81 
Outstanding at October 31, 1989....... 1,403,426 $23.31 - $46.81 
Granted ik tanya eaters 431,718 $60.06 

EXGICISEd Since taco ae (529,616) $23.31 - $60.06 
Expired or cancelled wesc (154,181) $23.31 - $60.06 
Outstanding at October 31, 1990....... 1,151,347 $23.31 - $60.06 


For options outstanding at October 31, 1990, the average 
exercise price was $45.05 per share and expiration dates ranged 
from November 1991 to December 1999. Of the outstanding 
options, 137,938 may be exercised in the form of stock apprecia- 
tion rights. 


EMPLOYEE STOCK PURCHASE AND SAVINGS PLANS 


The company maintains the following plans for eligible employees: 
John Deere Stock Purchase Plan, for salaried employees 
John Deere Tax Deferred Savings Plan, for hourly and 

incentive paid employees 
John Deere Savings and Investment Plan, for salaried 
employees 

Company contributions under these plans were $23 million in 

1990, $12 million in 1989 and none in 1988. 


RETAINED EARNINGS 


An analysis of the company’s retained earnings is as follows in 
millions of dollars: 


1990 1989 1988 
Balance, beginning of the year......... $2,032 $1,749 $1,481 
INGTINGOME ste stenciccreslearastetcs 41] 380 315 
Dividends declared .......c.ssssesssseessees (152) (97) (47) 
Balance, end of the year... $2,291 2,032 1,749 


CUMULATIVE TRANSLATION ADJUSTMENT 


An analysis of the company’s cumulative translation adjustment is 
as follows in millions of dollars: 


1989 1988 
Balance, beginning of the year ............. $ 51 $ 55 
Translation adjustments for the year... (40) (4) 4 
Income taxes applicable to 

translation adjustMents..........0ese 


Balance, end of the yea wuss $12 $48 $51 


The company has entered into foreign exchange contracts 
and options in order to hedge the currency exposure of certain 
foreign investments, inventory, short-term borrowings and 
expected inventory purchases. The foreign exchange contract 
gains or losses are accrued as foreign exchange rates change and 
the contract premiums are amortized over the terms of the for- 
eign exchange contracts. Foreign exchange contract premiums 
along with any gains or losses are recorded in the cumulative 
translation adjustment for the hedged foreign investment, cost of 
goods sold for the hedged inventory, and foreign exchange gains 
or losses and interest expense for the hedged short-term borrow- 
ings. The option premiums and any gains are deferred and 
recorded as part of the cost of future inventory purchases, At 
October 31, 1990, the company had foreign exchange contracts 
maturing in up to four months to exchange $126 million for 198 
million deutsche marks to hedge foreign investments, 333 million 
Canadian dollars for $285 million to hedge foreign inventory and 


144 million deutsche marks for $91 million to hedge short-term 
borrowings. The company had options at October 31, 1990 
maturing in up to 36 months to exchange $150 million for 
21,057 million yen to hedge expected inventory purchases. The 
company is exposed to credit loss for any accrued foreign 
exchange contract or option receivable in the event of nonper- 
formance by the other parties to the contracts or options. 
However, the company does not anticipate nonperformance by 
the counterparties. Since the company intends to hold these for- 
eign exchange contracts or options as hedges for the terms of the 
contracts or options, the market risk associated with changes in 
exchange rates should not be significant. 


CASH FLOW INFORMATION 


For purposes of the statement of consolidated cash flows, the 
company considers investments with original maturities of three 
months or less to be cash equivalents. 

Cash payments for interest and income taxes consisted of 
the following in millions of dollars: 


1990 1989 1988 
Interest: 
Equipment Operations ................ $193 $179 $163 
Financial Services .....csssssssessssesseess 235 215 176 
Intercompany eliminations.......... (3) (3) (9) 
Gonsolidateds.sii7c-cc8osce. $425 $391 $330 
Income taxes: yee Fake kt 
Equipment Operations .............00 $136 $ 65 $ 33 
Financial Services......ccsscsssssssessees 85 74 55 
Intercompany eliminations.......... (63) (54) (42) 
GonsolidatedscaAc tacts $158 $ 85 $ 


Non-cash investing and financing activities which are not 


. included in the cash flow statement for 1990, 1989 and 1988 


included additions to property and equipment from increases in 
capital lease obligations of $1 million, $23 million and $10 mil- 
lion, respectively. In conjunction with the purchase of Funk 
Manufacturing Company in 1989, Deere & Company assumed 
liabilities of $13 million. In 1988, the company issued 5.4 million 
shares of common stock in the conversion of $218 million of con- 
vertible subordinated debentures including accrued interest. 


SUPPLEMENTAL 1990 AND 1989 
UARTERLY INFORMATION (UNAUDITED) 


The company’s common stock is listed on the New York Stock 
Exchange, the Midwest Stock Exchange and the Frankfurt, 
Germany, Stock Exchange. Common stock per share sales prices 
from New York Stock Exchange composite transactions quota- 
tions follow: 


First Second Third Fourth 
Quarter Quarter Quarter Quarter 
1990 Market price 
$66.13 $78.13 $78.38 $73.13 
52.75 64.88 66.63 37.63 
$49.63 $54.88 $62.00 $64.25 
44.00 44.75 52.50 54.00 
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Quarterly information with respect to net sales and rev- 
enues and earnings is shown in the following schedule. Such 
information is shown in millions of dollars except for per share 


amounts. 
First Second 
Quarter Quarter 
1990 
Net sales and revenues ..........04 $1,640 $2,120 
Income before income 
LAX ESTs cites oman 116 214 
INGHINCOMEMS arerchatnntnnines 79 144 
Net income per share ...........ssseee 1.04 1.90 
Dividends declared 
PEW SHAT it siessstascstaessecaitjsenes 50 50 
Dividends paid per share............. 35 50 
1989 
Net sales and revenues... $1,372 $1,915 
Income before income taxés....... 66 190 
INGHINGCOMEs.sfsccoeeiitens fee 48 131 
Net income per share 65° 1.74 
Dividends declared 
PEW SNANe ts crycciaseeceanteenctiey 30 30 
Dividends paid per share 20 30 


Third Fourth 
Quarter Quarter 


$2,055 $2,066 


168 90 
114 74 
1.50 98 
50 50 
50 50 
$1,933 $2,000 
146 137 
98 103 
1.30 Ian 
AOU) 35 
30 35 


At October 31, 1990, there were 25,662 holders of record 
of the company’s $1 par value common stock and 35 holders of 
record of the company’s 5-1/2% convertible subordinated 


debentures due 2001. 
DIVIDEND 


A quarterly dividend of $.50 per share was declared at the Board 
of Directors’ meeting held on December 5, 1990, payable on 


February 1, 1991. 


DEERE & COMPANY 


SUMMARY OF CONSOLIDATED INCOME AND RETAINED EARNINGS 


ese 


YEAR ENDED OCTOBER 31 


(In millions of dollars except per share amounts) 1990 1989 1988 1987 1986 1985 
NET SALES AND REVENUES 
Farm equipment net sales.......ssssccssssesssssssssees $ 5,430.4 $ 4,923.6 $ 4,202.7 $ 3,223.2 $ 2,648.6 $ 3,118.2 
Industrial equipment net sales .........eesseeeee 1,348.3 1,310.3 1,162.1 911.3 867.7 942.4 

lotalinetsalessasak.cute. chee oontn 6,778.7 6,233.9 5,364.8 4,134.5 3,516.3 4,060.6 
Finance and interest inCOME «0... 598.7 550.5 441.9 389.3 396.1 406.8 
Insurance and health care premium............. 384.2 342.9 347.8 246.9 203.6 142.8 
Investment INCOME 2. 06e occassion secoscesesectesevsoneese 86.0 75.7 62.0 60.4 54.2 41.3 
Othemincomesdvrtestasovnietcnetaten 33.4 16.8 21.0 22.7 26.0 25.5 

DOtalters big siete icons eres Ma AS ae 7,881.0 7,219.8 6,237.5 4,853.8 4,196.2 4,677.0 
COSTS AND EXPENSES 
GOSE OL COGAS SONG ics. satessconsessutsecstbecdoscrressacoes 5,424.1 5,025.0 4,355.1 3,672.1 3,269.8 3,385.5 
Research and development expenses............ 263.5 234.1 215.9 213.8 224.8 222.8 
Selling, administrative and 

ETIET AV EXPENSES siesdsvassilysoctsspstioaweestiensntns 798.3 697.3 666.3 587.1 598.5 556.2 
JINFETESWERTOIISE) sasartesvussesstesorucsvenstcraegebesaednssses 435.2 406.6 332.5 328.8 370.9 358.4 
Insurance and health care claims 

ANI CADENMEMS Seis. aie sActiectstes hore ritneenoeitas 334.5 292.7 290.8 207.9 169.9 125.1 
Othenoperating ex PEnsesscsicccesiccseoecosecesdeccsene 37.9 25.0 15.9 19.5 17.6 25.3 

+ Ray ea) Lien sem pee re NN a eR 7,293.5 6,680.7 5,876.5 5,029.2 4,651.5 4,673.3 
INCOME (Loss) OF CONSOLIDATED 

GROUP BEFORE INCOME TAXES w.sscssssscesssess 587.5 539.1 361.0 (175.4) (455.3) Sf 
Provision (credit) for income taX€$ ...........6+ 182.0 167.0 79.2 (70.6) (236.7) (17.4) 
INCOME (Loss) OF CONSOLIDATED GROUP.... 405.5 372.1 281.8 (104.8) (218.6) 21a 
EQUITY IN INCOME (LOSS) OF 

UNCONSOLIDATED AFFILIATES .........0:0000s000 5.6 8.1 4.9 5.8 (10.7) 9.4 
CHANGE IN ACCOUNTING FOR 

INGOME TAXES ®, secceisisezessseovssiss hosustoseetasadeses 28.7 
NET INCOME (LOSS) FOR THE YEAR..........000:-: $ 411.1 $ 380.2 $ 315.4 $ (99.0) $ (229.3) $ 30.5 
Cas DIVIDENDS DECLARED 

AND OTHER ADJUSTMENTS ..........csssesseessesssees (151.7) (97.7) (46.9) (17.1) (50.9) (67.8) 
RETAINED EARNINGS AT BEGINNING OF YEAR. 2,031.9 1,749.4 1,480.9 1,597.0 1,877.2 1,914.5 
RETAINED EARNINGS AT END OF YEAR............... $2,291.3 $2,031.9 $1,749.4 $1,480.9 $1,597.0 $1,877.2 
Net income (loss) per Share .........ssssseeesessssseee $ 65.42 $ 5.06 $ 64.48 $ (146) $ (3.38) $ 45 
Net income (loss) per share assuming 

fullediltitionscetntartsare tena $ 65.42 $ 5.06 $ 64.32 $ (1.46) $ (3.38). $ 45 
Dividends declared per share ..........sssesssesee $ §©2.00 $ 1.30 Gree B $ 25 Gemaresziy $ 1.00 
Dividends paid per share ........sssssesssssseseesesseens $ = 1.85 csp bs $ 51% $ 31% $ 87% $ 1.00 
Average number of common shares 

outstanding (in thousands)... 75,883 75,167 70,488 67,897 67,867 67,833 
OTHER STATISTICAL DATA 
Capital expendinites ees snctcntsmacissteoses. $ 291.5 $ 186.3 $ 179.8 $ 165.8 $ 172.9 $ 131.3 
Provision for depreciation «esses $ 176.8 $ 170.3 $ 182.3 $ 185.7 $ 192.3 $ 184.5 
Number of employees (at year end) .........00+4. 38,493 38,954 38,268 37,931 37,793 40,509 
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DEERE & CoMPAN Y 


SUMMARY OF CONSOLIDATED BALANCE SHEETS 


In millions of dollars except per share amounts) 


OCTOBER 31 


SETS 1990 1989 1988 1987 1986 1985 
Cash and cash equivalent ......scsssscssssseeseseeesees $ 185.4 $ 203.8 $ 266.0 $ 371.7 $ 465.9 $ 171.9 
Refundable income taXe .........scsssecesesesesessenees 42.0 11.8 3:2 16.3 6.7 5.3 
Marketable securities carried at COSt «0... 801.0 725.3 662.1 535.8 482.1 409.3 
Receivables from unconsolidated affiliates... 3.0 5.3 3 3.3 2 52.8 
Dealer accounts and notes receivable — net..... 3,099.9 2,586.9 2,283.0 2,084.0 2,057.0 2,635.8 
Credit receivables — net.......ccssecssssssesessscsssrsenesees 3,895.8 3,358.4 3,019.4 2,763.4 2,844.7 3,015.3 
@iher receivables is. cls kevsscassscoesstinscsee 99.5 85.4 68.0 62.2 46.7 33.2 
Equipment on operating leases — net..........4.... 181.4 160.2 119.9 125.4 136.5 119.8 
Inventories! ss ecoee nc osnnined noe 677.7 711.2 708.3 465.0 482.6 447.4 
Property and equipment — Net........sssesesesssseeee 1,149.4 996.6 956.1 965.2 956.3 937.9 
Investments in unconsolidated affiliates.......... 84.6 71.3 52.5 43,9 37.5 41.1 
[intarigible assets = Met .csecssscanssopsteoctatisnavsissocseee 239.7 72.0 22.6 26.3 74 Caer 9)0 
Othetassets= NEts.csse cates eae 81.1 52.2 25.7 29.0 44.1 38.7 
Deferred InCOMe taxes ccisccscccsvscscseacessccreetescesenss 12.3 
Bieferred charges .sicisssecsesszesacosatesncgtoanmeisiottestur 111.5 105.0 76.6 74.2 65.7 62.8 
Wotalissee tat atias 1 cick nie sag tone ienc $10,664.3 $ 9,145.4 $ 8,263.7 $ 7,565.7 $ 7,655.7 $ 8,004.5 
LIABILITIES AND STOCKHOLDERS’ EQUITY 
LIABILITIES 
Short-term bOrrowingS.........sssssescssssssessseecssneses $ 2,892.5 $ 2,248.6 $ 2,197.0 $ 1,983.6 $ 1,739.0 $ 2,074.1 
Payables to unconsolidated affiliates ..........+.. 28.1 15.0 30.8 6 
Accounts payable and accrued expenses......... 1,722.4 1,579.0 1,453.1 1,319.5 1,166.3 1,180.6 
Insurance and health care claims 

ANG TESETVESs. cccccsevcs ueaessiteiateeitiocsbreaeace sees 444.2 391.4 359.2 295.4 252.2 215.3 
INGCIMEC TAKES Hadise caees iss cast Mie sim eteosiones 66.2 75.1 74.6 43.4 60.1 50.7 
Deferred income taxesy...:c..scstesscscajesssscstesateseass 171.7 148.2 69.1 115.6 183.5 436.8 
Long-term DOrrowings .......ssssssescessssssveeeesesssseens 1,785.9 1,675.6 1,394.3 1,649.2 2,092.2 1,678.7 
Pension accruals and other liabilities............... 545.7 232.2 229.4 238.9 162.5 109.7 

Totaldiabities sass dessert ecsesaceaes 7,656.7 6,365.1 5,807.5 5,645.6 5,656.4 5,745.9 
STOCKHOLDERS’ EQUITY 
Common stock issued, at stated value ............+. 831.4 800.8 760.5 496.5 492.0 491.4 
RE Caltne dh Capra inn gs et ccf cstonccan/oseepsit psanssvorstosntze 2,291.3 2,031.9 1,749.4 1,480.9 1,597.0 1,877.2 
Minimum pension liability adjustment............ (88.2) 

Cumulative translation adjustment... (11.8) (47.6) (51.0) (54.6) (87.0) (107.3) 
Unamortized restricted stock compensation... (5.0) (2.9) 
Common stock in treasury, at COSt.....s:0sse (10.1) (1.9) (2.7) (2.7) (2.7) (2.7) 

Total stockholders’ quity.........ssessssssesessssesees 3,007.6 2,780.3 2,456.2 1,920.1 1,999.3 2,258.6 
INO talitad etertu. scien ate semen enn ertarcbtays $10,664.3 $ 9,145.4 $ 8,263.7 $ 7,565.7 $ 7,655.7 $ 8,004.5 
Book vale per share .c:.i.25...<:sasssssrcessssotesbeciassts $ 39.52 $ 36.76 $ 32.92 $ 28.23 $ 29.46 $ 33.29 
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STOCKHOLDER INFORMATION 


ANNUAL MEETING 
The annual meeting of the company’s stockholders will be held at 10 a.m. on February 27, 1991, 
at the Deere & Company Administrative Center, John Deere Road, Moline, Illinois. 


DIVIDENDS AND CHANGE OF ADDRESS 
Communications concerning dividends and change of address should be directed to: 
Stockholder Relations Department 
Deere & Company 
John Deere Road 
Moline, Ilinois 61265-8098 


DIVIDEND REINVESTMENT PLAN 
Stockholders may build their investment in the company through the Automatic Dividend 
Reinvestment Plan. 
For enrollment information write to: 
Stockholder Relations Department 
Deere & Company 
John Deere Road 
Moline, Illinois 61265-8098 
Inquiries relating to existing reinvestment accounts should be directed to: 
Dividend Reinvestment Plan 
First Chicago Trust Company of New York 
P.O. Box 3506, Church Street Station 
New York, New York 10008-3506 


TRANSFER AGENT 

Communications concerning transfer requirements and lost certificates should be addressed to: 
First Chicago Trust Company of New York 
P.O. Box 3981, Church Street Station 
New York, New York 10008-3981 


REGISTRAR 
First Chicago Trust Company of New York 
P.O. Box 3981, Church Street Station 
New York, New York 10008-3981 


STOCK EXCHANGES 
Deere & Company common stock is traded under the symbol "DE" and is listed on the 
following exchanges: 

New York Stock Exchange 

Midwest Stock Exchange 

Frankfurt, Germany, Stock Exchange 


FORM 10-K 

The Form 10-K annual report to the Securities and Exchange Commission will be available 

to stockholders in February upon written request to the Stockholder Relations Department at 
Corporate Headquarters. 


AUDITORS 
Deloitte & Touche 
Chicago, Illinois 


CORPORATE DATA 


JOHN DEERE FACTORY LOCATIONS 
NORTH AMERICA 
Coffeyville, Kansas 

power transmission equipment 
Davenport, Iowa 

construction equipment 
Des Moines, Iowa 

colton harvesting equipment, 

tillage and planting equipment 
Dubuque, Iowa 

construction and forestry equipment, engines 
East Moline, Illinois (2) 

combine harvesters; foundry 
Greeneville, Tennessee 

residential lawn care products/ 

walk-behind mowers 
Horicon, Wisconsin 

lawn and grounds care and 

outdoor power equipment 
Moline, Illinois 

planting equipment and 

hydraulic cylinders 
Ottumwa, Lowa 

hay and forage equipment, 

golf and turf equipment 
Waterloo, Iowa (5) 

agricultural tractors; product engineering; 

foundry; engines and 

other major components 
Welland, Ontario, Canada 

material handling equipment, 

rolary cullers, wlility vehicles 
Wood-Ridge, New Jersey 

rolary engines 
OVERSEAS 
Arc-les-Gray, France 

balers, forage equipment 
Bruchsal, Germany 

tractor and combine cabs 
Madrid, Spain 

agricultural tractors and components 
Mannheim, Germany 

agricultural tractors 
Nigel, South Africa 

agricultural tractors, tillage equipment 
Rosario, Argentina 

agricultural tractors, engines 
Saran, France 

engines 
Welshpool, Australia 

tillage equipment 
Zweibriicken, Germany 

combine harvesters 
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AFFILIATED COMPANIES 


Deere-Hitachi Construction Machinery Corporation, 
Kernersville, North Carolina 
hydraulic excavators 

John Deere S.A. de C. V. (Mexico), 
Monterrey, Mexico 
tillage tools, cultivating equipment 
Saltillo, Mexico 
agricultural tractors, engine assembly 

SLC S.A. Industria e Comercio, 
Horizontina, Brazil 
combine harvesters 


MARKETING UNITS 
FARM EQUIPMENT SALES BRANCHES 
NORTH AMERICA 


Adanta, Georgia 

Columbus, Ohio 

Dallas, Texas 

Kansas City, Missouri 

Minneapolis, Minnesota 

Raleigh-Durham, North Carolina 

Grimsby, Ontario, Canada 

OVERSEAS 

Arlov, Sweden 

Madrid, Spain 

Mannheim, Germany 

Milan, Italy 

Nigel, South Africa 

Nottingham, England 

Ormes, France 

Rosario, Argentina 

Welshpool, Australia 
INDUSTRIAL REGION SALES OFFICES 

Baltimore, Maryland 

Denver, Colorado 

Moline, Illinois 

Grimsby, Ontario, Canada 
EXPORT SALES BRANCHES 

Mannheim, Germany 

Moline, Illinois 


PARTS DISTRIBUTION CENTERS 
Milan, Illinois 
Bruchsal, Germany 
SPECIAL SALES DIVISIONS 
MOLINE, ILLINOIS 
Deere Marketing Services, Inc. 
John Deere Catalog Company 
John Deere Merchandise (JDM) 
National Sales Division 
Power Systems Group 
FINANCIAL SERVICES SUBSIDIARIES 
John Deere Credit Company, 
Moline, Illinois 
John Deere Capital Corporation, 
Reno, Nevada 
Deere Credit, Inc., 
Moline, Illinois 
Deere Credit Services, Inc., 
Des Moines, Iowa 
Farm Plan Corporation, 
Madison, Wisconsin 
John Deere Leasing Company, 
Moline, Illinois 
John Deere Finance Limited, 
Edmonton, Alberta, Canada 
John Deere Insurance Group, 
Moline, Illinois 
John Deere Insurance Company 
Moline, Illinois 
John Deere Life Insurance Company 
Jacksonville, Illinois 
John Deere Insurance Company of Canada, 
Grimsby, Ontario, Canada 
HEALTH MANAGEMENT SERVICES 


John Deere Health Care, Inc., 
Moline, Illinois 


CORPORATE HEADQUARTERS 


Deere & Company 

John Deere Road 

Moline, Illinois 61265-8098 
Telephone: (309) 765-8000 
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Directors (from left): Owen B. Butler, David H. Stowe, Jr., Bill C. Harpole, Juanita M. Kreps, Lloyd B. Smith, Samuel C. Johnson, Eugene L. Schotanus, 
Boyd C. Bartlett, Hans W. Becherer, Thomas A. Gildehaus, Joseph W. England, Robert A. Hanson, Crandall C. Bowles, John R. Block and Michael S. Plunkett. 


OFFICERS 


Hans W. Becherer (28) * 
Chairman and Chief Executive Officer 
David H. Stowe, Jr. (22 
President and Chief Operating Officer 
Thomas A. Gildehaus (10) 
Executive Vice President 
Worldwide Industrial Equipment Division 
Bill C. Harpole (35) 
Executive Vice President 
Worldwide Agricultural Equipment and 
Consumer Products Division 
Eugene L: Schotanus (31) 
Executive Vice President, Financial Services 
Joseph W. England (28) 
Senior Vice President, Accounting-Control 
~ Michael Frank (24) 
Senior Vice President; Managing Director - 
Europe, Africa and the Middle East 
Michael S. Plunkett (32) 
Senior Vice President, Engineering, 
Technology and Human Resources 
Bernard L. Hardiek (11) , 
Senior Vice President 
Worldwide Parts and Logistics Division 
Neil O. Christenson (32) 
Vice President, Agricultural E quipment 
and Consumer Products Marketing, 
United States and Canada 
Dennis E. Hoffmann (16) 
Vice President; President, John Deere 
Insurance Group 
David P. Hopley (31) 
Vice President, Power Systems Group 


Chester K. Lasell (11) 


Vice President, Corporate Communications - 


John K. Lawson (32) 


Vice President, Agricultural E quipme nt 
and Consumer Products Manufacturing, 
United States and Canada 


e years of company service 


Pierre E. Leroy (14) 
Vice President and Treasurer 
Robert F. Murphy (28) 
Vice President, Industrial Equipment 
Marketing 
Paul F. Ohman (31) 
Vice President, Engineering, 
Information and Technology 
Michael P: Orr (16) 
Vice President; President, John Deere 
Credit Company 
R: James Peterson (36) 
Vice President, Aftermarket Services, 
Worldwide Parts and Logistics Division 
Mark C. Rostvold (25) 
é Vice President, Consumer Products 
Robert W. Weeks (39) 


Vice President and General Counsel 


James D. White (21) 


Vice President, Industrial Equipment 
Manufacturing 

Frank S. Cottrell (23) 
Secretary 

Glendon D. Gustafson (26) 
Compwoller 


DIRECTORS 

Boyd C. Bartlett (11)** 
Retired President and 
Chief Operating Officer 
Deere & Company 

Hans W. Becherer (4) 


John R. Block (4) 


President 

National-American Wholesale 
Grocers’ Association 
(NAWGA) 


Crandall C. Bowles (1) 
President 
The Springs Company 
management services 


Owen B. Butler (3) 
Retired Chairman of the Board 
The Procter & Gamble Company 
consumer products 


Joseph W. England (9) 


Thomas A. Gildehaus (9) 
Robert A. Hanson (16) 


Retired Chairman and 
Chief Executive Officer 
Deere & Company 


Bill C. Harpole (1) 


Samuel C. Johnson (17) 
Chairman 
S. C. Johnson & Son, Inc. 
consumer, commercial and 
industrial products 


Juanita M. Kreps (8) 


Trustee, Duke Endowment 
economist, educator 


Michael S. Plunkett (4) 

Eugene L. Schotanus (9) 

Lloyd B. Smith (16) 
Director and Retired Chairman 
A. O. Smith Corporation 
diversified manufacturing 


David H. Stowe, Jr. (8) 


®® years as a director 


COMMITTEES 


AUDIT REVIEW COMMITTEE 


Mr. Smith, Chairman 
Mr. Block 

Mrs. Bowles 

Dr. Kreps 


OFFICERS’ COMPENSATION 
COMMITTEE 

Mr. Johnson, Chairman 

Mr. Becherer 

Mr. Butler 

Dr. Kreps 

Mr. Stowe 


EXECUTIVE COMMITTEE 
Mr. Becherer, Chairman 
Mr. England 

Mr. Gildehaus 

Mr. Harpole 

Mr. Plunkett 

Mr. Schotanus 

Mr. Stowe 


STOCK OPTION COMMITTEE 


Mr. Budler, Chairman 
Mr. Johnson 
Mr. Smith 
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